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World War II as Guide? 


History never really repeats itself—that is, in all particu- 
lars. Now that American troops are again fighting on 
foreign soil, the picture of wartime conditions that many 
conjure up are those of World War II. This is natural— 
from the known to the unknown. But there are already 
differences—and in all likelihood there will be many more 
important ones. Right now, for one thing, we’re not yet in 
war, according to World War II standards of magnitudes. 
Nevertheless we are fighting, which is in contrast with the 
early period of World War II, when we stayed on the side- 
lines for a long, long time. In the early months of World 
War II, we were busy selling machine tools and products 
to other nations—orders that gave work to lagging indus- 
tries and to the unemployed. Now, our industries are in 
almost full swing of operations and we have not been deal- 
ing with a national problem of unemployment. 

Some evaluation of the effects of partial mobilization on 
the economy in terms of a number of the important differ- 
ences between this present period and pre-World War II 
is given by Sanford Parker in this month’s “Business 
Highlights” (page 294), and by the authors of the other 
articles on the Korean situation that follow. 


Some Facts about an Unknown Country 


An impressive number of facts about Korea are com- 
pressed into four pages of this Business Record (pages 
305-309). Mr. Mayer, who did the job, had to do consider- 
able picking and choosing among conflicting data. For ex- 
ample, he found contradictions in the testimony of ECA 
officials before Congressional committees on the standard 
of living in South Korea. Again, several sets of figures are 
in print on Korean trade. One book places on one page the 
value of industrial output in North Korea and South Korea 
as being about equal and on another page as favoring the 
North three to one. With the limited space at his command, 
Mr. Mayer presents the facts that check with one another 
and form a consistent picture. 


An Industrial Nation Lives on Steel 


To many laymen, it will come as a surprise to read that 
demand for steel has spread so extensively throughout the 
nation. This means that steel is now an integral part of 
the economy of our agricultural as well as of our old-estab- 
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lished industrial states. The story starting on page 316 
tells how it happened. It also traces the growth of steel 
milling and processing outside the old steel areas in Penn- 
sylvania, Ohio and Indiana. While this is not decentraliza- 
tion in the sense that the old centers have grown smaller, 
this expansion of steel processing into other areas is a 
natural concomitant of the growth of steel demand by users 
everywhere. To some extent, this spreading out is the 
result of the needs of the last war (as evidence the establish- 
ment of steel plants at that time in the Far West) and of 
the realization that greater dispersion of our vast industrial 
resources may be necessary as a means of national de- 
fense. The present situation thus makes this study of 
regional steel imports and exports particularly significant. 
(See page 316.) 
eee 


Revolution on the Farm 


About 2 million fewer people are now working on farms 
than were in 1940—but the persons remaining on farms are 
producing some 20% more food now than then. At the 
same time, this most recent American chapter in the indus- 
trial revolution had brought us smack up against the problem 
of farm technological unemployment. 

Now the Korean situation has at one fell swoop swallowed 
this and another mounting worry: what to do with the 
farm labor unemployed and what to do with mounting farm 
crop surpluses. (See page 301; also 298 ff.) 


Charity Begins at Home— 


To many company executives the injunction epitomizes 
a policy that is becoming increasingly popular. According 
to executives reporting in this issue of The Record, more and 
more emphasis is being placed on giving to plant community 
charities than to the headquarters offices of national organ- 
izations. 

An opposite view prevails, however, among a few of the 
companies. According to them, their plants are their con- 
tribution to the particular communities. These companies 
feel that their responsibility to the local community con- 
sists in paying good wages and creating good jobs—and that 
their larger charitable contributions should go to the nation- 
al community, which is the market for their products. 

Basic approaches to company giving and methods of car- 
rying out these policies are summarized beginning on page 
312. Company statements appear on pages 326-832. 


Business Highlights 


Defense and War Economics 


ARTIAL mobilization of a fully employed economy 
is providing a new experience in 1950 America. It 
is unlike the partial mobilization of an underemployed 
economy in 1940-1941. Nor is it like the all-out 
mobilization of our fully employed economy that fol- 
lowed Pearl Harbor. While lessons learned in the past 
mobilizations will be helpful, new and accordingly dif- 
ferent problems for business and the nation loom ahead. 
Both analysis and early events have taught one fact 
about the new program: Although the direct impact 
of the arms stepup may be relatively small—initially— 
its main and indirect effects through the civilian 
economy can be very large indeed. The full $10 billion 
rise in defense outlays is not slated to be reached in full 
for a good many months; and even then the increase 
in rate of spending will amount to less than 4% of our 
current gross national product. But already the annual 
rate of retail sales has jumped, at least temporarily, by a 
larger amount than that, and prices have increased 
sharply (see chart). 


NEW PROBLEMS 


Our economy, enlarged in man power, plant capacity, 
and other basic resources by the last war and its post- 
war boom, can more readily supply defense needs today 


than a deeade ago (see chart). But concomitantly it 


is also much more fully engaged, and so less flexible 
now than then. The consequence may be a whole spate 
of mobilization problems of a new kind. 

Those problems are apt to be with us for some time, 
barring outbreak of a total war, in which case the 
_ mobilization would change from partial to total over- 
night. “We must recognize that it will be necessary 
for a number of years to support continuing defense 
expenditures, including assistance to other nations, at 
a higher level than we had previously planned,” are 
the words of President Truman. “Therefore the eco- 
nomic measures we take now must be planned and used 
in such a manner as to develop and maintain our 
economic strength for the long as well as short run.” 

In such a part-war, part-peace economy—a “‘garrison 
state”—how long can the new consumer buying surge 
go on? And how long, if it does go on, can rationing 
and price controls be avoided ? How effective can credit 
controls and increased taxes be? How should the in- 
creased taxes be levied—on business or on consumers ? 
From what should civilian production be diverted for 
war—from plant expansion or consumer durables? 
What is “equitable” ? What is “essential” ? How are 
these questions to be decided? And how widespread 
must be the network of government controls to enforce 
the decisions ? 


These are the questions posed by partial mobilization. 
The Korean crisis uncovered no secret when it revealed 
that our economic commitment to military force fell 
short of our political commitment to “total diplomacy”’ 
and worldwide containment of the Soviet bloc. At the 
historic Congressional hearings in the winter of 1947- 
1948, Bernard Baruch and Herbert Hoover both faced 
the issue squarely. Mr. Baruch accepted the commit- 
ment and proposed that we “‘wage peace” in the world 
under a mobilization program of heavy outlays and 
widespread controls. 

Mr. Hoover warned that the outlays and the 
controls in the end would sap the strength of the 
Republic, and he argued to abandon or limit the com- 
mitment instead. 

In 1948, with the Czech crisis raising the defense 
question, the armed services first offered a $30-billion 
annual program for “balanced” defense. And when that 
was rejected as too large, they trimmed it to a minimum 
of $22 billion a year. It was then that the ceiling of $15 
billion annually for national defense was imposed, on 
the ground that it was the limit our free economy could 
afford—that anything more would involve the problems 


Our Resources Now and in 1941 
1950 Index with 1941=100 
100 


POPULATION 


125 150 


LABOR FORCE 


Et KT .DG 
Ee IM ACA 


STEEL CAPACITY 


Sources: Bureau of Agricultural Economics; American Iron and Steel 
Institute; Association of American Railroads; Bureau of the Census; 
Federal Power Commission; Federal Reserve; R. L. Polk & Co.; 
Tuer ConrerENCE Boarp. 


FREIGHT CARS 
IN USE 


AGRICULTURAL 
PRODUCTION 


PASSENGER CARS 
IN USE 


NUMBER OF 
HOMES 


THE CONFERENCE BOARD 


of partial mobilization. Each month this spring— 
March, April, May, June—The Business Record took 
cognizance of the mounting demands at home and 
abroad for an expansion of defense and aid outlays 
and pointed out its great potential importance in the 
whole business outlook.! And now, in Korea, the die 
has been cast. 

Just how big is—or may be—this partial mobilization, 
in its direct impact on the economy and on the services ? 
The $10 billion stepup in arms, atop the previous 
$13 billion—-$14 billion defense budget, adds up to 
something like the $22 billion “minimum” budget 
asked by the services in 1948—plus, perhaps, the margin 
for Korean fighting. Thus a second but lesser stepup 
could reach the original $30 billion program. Some 
costs for arms aid abroad need to be added. 

Either level falls far short of total mobilization. War 
spending in World War II almost reached $100 billion 
‘a year on a $210 billion—$215 billion gross national 
product. Full mobilization today would raise our cur- 
rent $270 billion gross product well over $300 billion, 
so war spending proportionate to that of 1944 might 
reach $150 billion annually. Until now, defense has 
- cost only a tenth of that potential; and now is slated 
to run’at about one sixth of it. Price inflation and 
economic growth since 1944 have expanded the basic 
magnitudes. 


See The Business Record for March, p. 94; April, p. 140; May, 
p- 173; June, p. 212. 


Patterns for Rising Defense Outlays 
Billions of Dollars | 


1939-1941 


—AIGHT ScALE—>]] 


1948 - 1950 


<—LEFT SCALE—— 


ma AVAS 


1948 1949 1950 


Note: Military expenditures, for War and Navy departments, 1939-1941 and 
Air Force for 1949-1950. Outlays of current period charted at double the scale 
of the prewar period to make them rou~hly comparable with the gross national 
product, now and then; the gross national product now is about double, or 
more, what it was prewar. 


Source: Treasury Department 
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Even a relatively small arms stepup may boost the 
striking power of our forces, because so much of current 
defense costs go for overhead. One third of the sched- 
uled $13 billion—$14 billion outlay was just for pay and 
upkeep of the standing armed forces. Another fourth 
was ticketed for maintenance and operation of stocks 
and facilities, and only a fifth was allotted for pro- 
curement (aircraft took the lion’s share of both). A 
remaining fifth or so went for research and miscellaneous 
other costs. Moreover, service tasks limited us to about 
a dozen combat divisions, and some of them were 
under strength. 


BIG BOOST IN ARMAMENTS 


This is. roughly how the $10-billion-plus addition 
is to be allocated. Over $1.3 billion is for the 600,000 
ultimate expansion of military man power. Some $3 bil- 
lion is for maintenance and operation of planes, tanks, 
and other armaments, and for other overhead. About 
$6 billion is ticketed for procurement: $3.3 billion for 
aircraft (this on top the $2 billion in the former 1951 
budget), and some $2.7 billion for tanks, guns, elec- 
tronic and other equipment ($750 million was previ- 
ously allotted in the 1951 budget). 

This breakdown implies almost a trebling of air- 
craft procurement, and almost a quintupling of other 
procurement. The boost in size of the services implies 
a sharper proportionate hike in combat forces. Pre- 
sumably, any further arms stepup—say, to the serv- 
ices’ original $30-billion goal—would also add to pro- 
curement and the combat forces. 

Procurement comes high today—perhaps a quarter- 
billion dollars to start from scratch to equip a modern 
American . division with new weapons. Perhaps a 
$10-billion arms stepup or even one of $15 billion— 
$20 billion would not match Soviet military prepara- 
tions, but it would at least be a stride toward it. 
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Analysis of our defense budgets already points up 
one great contrast with the partial mobilization of 1941. 
We will not have to duplicate right now—at least in 
similar degree—the great building job that was re- 
quired then, of camps and bases, merchant ships and 
naval vessels, aircraft and munitions plants, aluminum 
and rubber capacity, and so on. We still have most of 
these facilities now—if not in use, at least in “‘moth- 
balls.”” Nor must we start wholly from scratch now in 
outfitting and equipping our forces—nor even are 
foreign demands on us proportionately so large as when 
our 1941 allies were munitioning a shooting war. 
Instead, much more goes to overhead now. 


EFFECT ON STEEL DEMAND 


All this helps to explain why the direct impact on our 
industrial economy of the $10-billion mobilization may 
prove suprisingly small, especially at first. In 1941, 
war outlays took 11% of our underemployed gross 
national product—where today they take just over 5% 
of our output and are slated to rise to 8% or 9%. 
Total man power is being used closer to 1941 proportions 
already, and a rise above them is scheduled as the armed 
forces grow (see table—-chart, page 300). 

But the steel slice going directly into war needs is 
much lower now than then (see table, page 297). Ex- 
ports, as well as ships and ordnance, take far less than in 
the days of lend-lease. More steel is slated for war, of 
course, but after counting costs of man power, aircraft 
and other nonsteel supplies, the portion of the $10 
billion left for procurement of steel-consuming items may 
be relatively small. 


So the squeeze may be felt more in man power than 


in basic materials such as steel.! It may be felt still © 


less in some types of plant capacity for metalworking 
or electrical equipment, which were greatly expanded 
during the war. It is possible, therefore, that the 
total of direct man-power needs may amount to no 
more than 2 million persons.? 

Even these inroads are planned to be made gradually 
with the rate of arms outlays to be increased only by 
$10 billion annually. Procurement especially takes 
time to be realized in employment and material. 
Events abroad conceivably may quicken the mobiliza- 
tion or even expand it ultimately. But for the 
moment implications for the economy must be drawn 
from present government plans as recently announced. 


Less Civilian Strain 


Civilian industry, accordingly, may not be strained 
rapidly or severely by the defense stepup itself. Some 
bottlenecks of plant or local man power may develop 
in individual lines essential to war which are already 
pressed to capacity by civilian demand. Judging from 

1Aluminum for aircraft is, of course, a special case. 


2Gross product per employed person now figures nearly $4,500 
on an annual basis and usually runs higher in war industry. So 
2 million persons at $5,000 a year would account for $10 billion. 


a review of announced needs and total resources, it may 
prove that only in a few special cases need civilian 
output be seriously curtailed for such reasons. 

For, as has been suggested, man-hours for productive 
industry, war or civilian, may be obtained through 
overtime or drains on less well-paying civilian lines. 
Material supplies in many cases such as steel (though 
not aluminum) need not be greatly pinched by the 
present program. And surplus capacity is available for 
much new aircraft, machinery, and related heavy 
goods output. 

Recent rates of civilian output, moreover, were run- 
ning at record levels—indeed at extraordinary volumes 
in many cases. Industrial production in June reached 
an estimated new high of 199, topping the 1948 peak of 
195 (and that gain may understate the case). And 
with less going for exports or into inventory, the flow 
of goods of all kinds-to ultimate domestic consumers 
certainly had reached unprecedented levels. 

In particular, compare these annual rates of output 
in the last month or two, not adjusted for seasonal 
variation,! with the highest totals of the last two years: 


Housing starts: 1.7 million vs. 1 million in 1949. 

Passenger cars: 8.6 million vs. 5.1 million in 1949. 

Tires: 88 million vs. 67 million in 1948. 

Refrigerators: 7.5 million vs. 4.8 million in 1948. 

Cotton consumption: 9.3 million bales consumed vs. 9.1 
million in 1948. 

Steel ingots: 100.9 million tons vs. 88.6 million in 1948. 


Paper and paperboard: 24.5 million tons vs. 21.9 
million in 1948. 


Only in a good many of the capital goods lines— 
trucks, freight cars, machinery, in general—were recent 
operations running appreciably lower than in 1948, and 
they have been recovering rapidly of late. 

The question was being raised before the Korean 
arms stepup as to how long the boom could go on in 
such volume, at least in some cases, particularly with 
instalment credit and inventory buying important 
factors. 

THAT PRE-KOREAN BOOM 


Buying upsurge of the first weeks after the Korean 
outbreak has settled such matters for the time being— 
but perhaps only for the time being. Consumers who 
before had not been buying cars as rapidly as they were 
being assembled rushed out to purchase. Dealer stocks 
were thus cleaned out and orders for future delivery 
began to pyramid. Sales of refrigerators, washing 
machines, and other durables spurted. The buying 
scare spread to tires, nylons, soap, sugar, coffee, and 
other products and commodities. Department store 
sales soared 24% over 1949 levels in the week of July 15, 
as sheets, shirts, and other soft goods were added to 
shoppers’ hoarding lists. 


1Postwar adjustments for seasonal variations are still difficult to 
compute and many if not most seasonal variations are ironed out 
under the pressure for production in a partially mobilized economy. 
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STEEL USE—“WAR” VS. “CIVILIAN’”—THEN AND NOW 


Millions of Tons 1941 1943 19501 
Motalbasener. sci ssid ses Wu eee Me 62.5 59.9 68.7 
Oty, Sather se eh ey ty eu 87.5 31.4 42.8 
Containers: cea mains ce Ve umi olution ters 4.5 3.6 5.6 
60 Machinery iis come ta fim Oueee ah 2.9 2.5 5.1 
AQTICUILUTE) hls nti Ae ies oes 1.2 0.7 1.6 
Railroads 322)! 5 See ane oun ere 5.7 4.5 4.0 
Oil, gas, and mining................. 2.0 1.4 3.8 
50 Exporters nc See Or ee Rea a. 5.9 5.6 2.5 
Jobbers and miscellaneous........... 15.4 13.1 20.1 
40 
30 
Civilian ay USe.o. gist. cise comers 18.4 6.1 25.5 
iz Automobiles O05 fk weds eo ee wee se 8.8 2.9 14.0 
20 Construction( 255. a ewes oe han 5.8 2.0 Uist 
Pressing, forming, and stamping..... SAT 1.3 3.9 
10 
BAW ATU USGor hee ret Kay card ee, ste ee 6.6 22.4 0.4 
1941 1943 1944 1950 Shells, tanks; etesi. 24 20a Ot," 1.6 8.4 0.1 
Shipbuilding Serer rita ete ce apie cee 2.7 11.5 : 0.3 
Construction! (S22 ee 258 tas a aac 2.3 2.5 ; 0.1 


Note: Basic data compiled by the American Iron and Steel Institute. Steel use is classified by industries usually considered to be engaged i in war or civilian pursuits. No 
apeert | has been made to segregate actual tonnage going to a specific use in any one year. For example, some steel use by “civilian” or “other” industries actually went to war 


Coniptnents will not add to totals because of rounding. 
iFirst 6 months at annual rate. 


All this took place, of course, before any of the added 
$10 billion arms program:reached consumers’ pockets. 
But consumers have nearly $180 billion in liquid assets 
today—cash, bank accounts, United States bonds— 
compared with only $60 billion in 1941. These savings 
have trebled since then, while current personal income 
(after taxes) has little more than doubled. And con- 
sumers have been using them, partly becuase of their 
experiences in the last war, partly because the savings 
are larger and more widely spread in relation to income 
now than in 1941. Another factor, of course, was the 
ready availability of consumer credit for durable goods. 

Some business lines also increased orders and built 
up inventories, partly in response to consumer buying. 
And wholesale prices rose rapidly—especially farm 
products, Far Eastern commodities, and some other 

raw materials (though not most metals). 


WHERE INFLATION LOOMS 


This buying boom has far overshadowed anything 
that even $10 billion a year of added defense outlays 
could directly stimulate through expansion of current 
incomes and so of purchasing power. When spending 
can display such volatility as it did last month, the 
civilian economy remains the dominant partner even 
in a partial mobilization for defense. And so a num- 
ber of questions internal to the normal dynamic of 
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business now arise: Will the buying spree physically 
saturate many consumer demands? Will those most. 
eager to spend exhaust most of their credit and liquid 
assets ? Will civilian spending let down later, especially 
should foreign news turn more favorable ? May it even 
fall below the large and perhaps record dollar volume 
of civilian output allowed by the defense stepup ? Could 
it be that some of the bonanza summer retail business 
has been merely borrowed from normal autumn sales ? 
After all, the civilian economy did suffer a letdown in 
1948 despite a prior, though a good deal smaller, increase 
in national defense at that time. 

Plainly, the real problems in partial mobilization 
arise when civilian spending does not, of its own accord, 
let down, but, instead, over the longer term remains 
stimulated by the added defense expenditures. More, 
it is the indirect war needs which build up defense 
demand. Freight-car building programs now under- 
going expansion may receive official sanction if not 
prodding. Expansion of other industrial capacity 
likewise may be speeded voluntarily by business or at 
government request. Inventory stock piling likewise 
may continue. 

If steel allocations prove required—and curtailment 
of some civilian output ordered—these are apt to be the 
motivating reasons. Current consumption of steel 


(Continued on page 309) 
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Where Will War Contracts Go? 


war contracts—and which do not? And where—judg- 
ing from World War II experience—may labor sup- 
ply remain relatively abundant in any case? 

One way to seek answers to these and similar ques- 
tions is to study the areas which received the bulk 


HERE are arms orders most likely to go as 
military procurement steps up as a result of the 


Korean war? 


Which of our major industrial centers has a pool 
of man power to draw upon if required to fill sizable 


Industrial Area 


a | | | | PoSe ass SS} 


All 

Supplies 
Detroit? sc heieteenc aie cece $14,582 
Los yAnigelesi hc ek eae seas 10,370 
Newark-Jersey City................ 9,883 
News York-City?\ oc asec eeeen 9,366 
Chicago Siete cca ane 9,327 
Philadelphia SR Rawle Sunaina stan neanee 5,579 
Bullalo.2 ect pam death aoe cee - 5,008 
Cleveland 2222s ites cites shea ae 4,807 
Baltimore: /S3-en ateca sere 4,474 
Boston’), ..s-aewerine stems one en ine 4,131 
san Mrancisco! Bay. ...ce-c eae: 3,997 
Hartford.) nee teen eee 3,713 
Seattle-Tacoma. ...............000. 3,551 
Cincinnati. Sencar eee ree eek 3,060 
St. Louis (Mo) tr ca. eee 2,796 
Milwalikee. : 30202" .2 5.0) 2 agn ee 2,790 
Albany-Schenectady-Troy........... 2,536 
Portland-Vancouver (Wash.)........ 2,511 
Pittsburgh Pee ees tatae cea 2,486 
South Bend-La Porte............... 2,269 
San | Diegowynientomenece tsetse ave 2,293 
Andianapoliss.c sescee see tee ee 2,075 
Dallas-Ft. Worth.................. 2,054 
Bridgeport Aegean stesso okra cere 2,028 
Kansas \City.c ons kdoe ctu. turin 2,025 
AKTOn 30 he terse cet. tein aioe 1,918 
Flint Veto reece cece eee ees 1,915 
Camden, iia stps oc Berete es rere 1,801 
Wichita. A025 tetiocceicns st erkieeiccn 1,684 
Dayton}.2c cst naotes create 1,601 
Houston-Galveston................. 1,590 
New Haven-Waterbury............ 1,509 


Orange-Port Arthur-Beaumont (Tex.)| 1,489 
1 


Minneapolis 27a coaster esnces 3357 
Willow Runt ss oe oe eetese 1,356 
Providence-Fall River-New Bedford 1,327 
Rochester, 25 eayaione eee pee 1,215 
Evansville (Ind.)..............002. 1,159 
NSN G53 cere Meenas einen 1,136 
Vounpstowis.¢ sec oasoseiccecetne 1,135 
Toledo s(Ohio) tasers eee ee 1,128 
Allentown-Bethlehem............... 1,065 
Trentony3. s23h coca cece cee 1,032 
BT tla a INGWSiie chic eine 1,001 
i Wayne. eihricnuk setae cea 937 
Columbus * (Ohio) PA: oy AA ita cas 927 
Syracuse. sie Piccheaeearcuntcecs 902 
Portland.Bath (Me: ) Rk cemetary 874 
New" Orlearisiiess tas ceice ieee 871 
Louisville. s.: Sentence ction orton fae 867 
Dollar Figures in Millions 


For Aircraft 
% of All 
Total Supply 
ontracts 

$4,383 30.1 
7,094 68.4 
3,133 31.7 
3,060 32.7 
2,355 25.2 
589 10.6 
3,930 78.5 
1,210 25.2 
1,897 42 A 
171 4.1 
14 A 
3,028 81.6 
1,974 55.6 
1,918 6227, 
589 Q1.1 
709 25.4 
206 8.1 

1 a 
46 1.9 
1,030 45 4 
2,136 96.1 
1,596 76.9 
1,763 85.8 
864 42.6 
1,396 68.9 
839 43 .'7 
86 4.5 

b a 
1,661 98.6 
649 40.5 
26 1.6 
59 3.9 
141 10.4 
1,304 96.2 
64 4.8 
20 1.6 
674 58.2 
555 48.9 
40 3.5 
173 15.3 
139 13.1 
837 81.1 
112 12.0 
706 76.2 
57 6.3 
945 28.1 
177 20.4 


War Supply Contracts, Cumulative June, 1940- 
une, 19451! 


Labor Market Conditions 


For Ships 
2 
% of All May, 1944 
Total | Supply 
Contracts 
$850 5.8 | Critical shortage 
1,710 | 16.5 | Critical shortage 
1,424 | 14:4°] Serious shortage® 
847 9.0 | Plentiful supply 
254 2.7 | Critical shortage 
1,130 | 20.3 | Serious shortage 
118 | ~2-4 | Critical shortage 
1,081 | 22.5 | Critical shortage 
980 | 21.9 | Critical shortage 
1,271 | 30.8 | Serious shortage 
3,053 | 76.4 | Critical shortage 
1 a_ | Critical shortage 
1,235 | 34.8 | Critical shortage 
180 5.9 | Adequate supply 
147 5.3 | Plentiful supply 
154 5.5 | Serious shortage 
101 4.0 | Serious shortage® 
2,335 | 93.0 | Critical shortage® 
443 | 17.8 | Serious shortage 
1 a | Critical shortage’ 
61 2.7 | Critical shortage 
3 | .1 | Serious shortage 
1 Adequate supply® 
2 |\Serious shortage? 
29 1.4 | Serious shortage 
34 1.7 | Adequate supply 
54 2.8 | Critical shortage 
6 .3 | Adequate supply 
1,120 | 62.2 n.d. 
aes .... | Serious shortage 
29 1.8 | Serious shortage 
647 | 40.7 | Adequate supply” 
15 1.0 | Seri.-crit. shortage" 
869 | 58.4 | Critical shortage” 
35 2.6 | Plentiful supply 
b a mi n.d. : 
equate supply - 
id et Cae shortage" 
28 2.3 | Serious shortage 
232 | 20.0 | Adequate supply 
1 .1 | Adequate supply 
79 7.0 | Serious shortage 
18 1.6 | Serious shortage 
u .7 | Serious shortage 
9 .9 | Serious shortage 
969 96.8 n.d. 
16 1.7 | Critical shortage 
1} ™ .1 | Serious shortage 
70 | 7.8 | Serious shortage 
837 | 95.8 | Critical shortage!” 
534 | 61.3 | Serious shortage 
185 | 21.3 | Serious shortage 


Moderate surplus 


1940 
(Census) Pit 


May, 19502 


In Thousands 


Substantial surplus 
Substantial surplus? 
Substantial surplus 
Moderate surplus 
Substantial surplus 
Moderate surplus 
Moderate surplus 
Substantial surplus 
Substantial surplus 
Substantial surplus 
Slight surplus 
Mod.-subs. surplus* 
Moderate surplus 
Moderate surplus 
Slight surplus 
Moderate surplus 
Substantial surplus 
Substantial surplus 
Tight or bal. supply’ 
Critical surplus 
Slight surplus 
Tight or bal. supply® 
Slight surplus? 
Substantial surplus 
Slight surplus 
Substantial surplus 
Tight or bal. supply 
n.a 


Slight surplus 
Moderate surplus 
Slight surplus” 
Mod.-subs. surplus"! 
Substantial surplus” 
Slight surplus 

n.d. 


Subs.-crit. surplus 


Substantial surplus 
Tight or bal. supply 
Slight surplus 
Slight surplus 
Critical surplus 
Moderate surplus® 
Moderate surplus 
Mod.-crit. surplus! 
Slight surplus 
Moderate surplus 
Moderate surplus 
Substantial surplus 
Substantial surplus 
Moderate surplus 


Sources: War Production Board; War Manpower Commission; Department of Labor, Bureau of Employment Security; Bureau of the Census 
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of military orders during World War II. The top 
fifty of them, as measured by dollar value of con- 
_ tracts received during 1940-1945, are listed in the first 
column of the accompanying table. The combined 
value of the contracts placed in these fifty industrial 
areas amounted to $149 billion, 76% of the total. 

Detroit heads the list, Los Angeles is second, New 
York fourth, with its near-by Newark-Jersey City 
area third, and Chicago fifth. All these areas are 
major industrial centers that are certain to figure in 
any new war contracts. 

Allocation of government orders, however, will 
depend on the type of goods needed, so the last war’s 
pattern may not serve as a perfect guide. In the 
present conflict, aircraft, for example, is going to 
have higher priority initially than shipbuilding. That 
fact might make Los Angeles a more likely candi- 
date for new orders than San Francisco—because 
fully two thirds of the former city’s contracts went 


for aircraft, while more than three fourths of the . 


latter’s were for ships. 


Note: The data for all the series shown do not cover the identical geographic areas. ~ 


Supply contracts are the net total of awards to plants operating in the industrial areas 
listed in column 1. An industrial area is a group of counties which had 40,000 or 
more factory wage earners in 1929. Each area is comprised of a city, or cities, and 
one or more entire counties, even though the industrial activities of the area may not 
be entirely uniformly distributed through al] parts of these counties. Labor market 
conditions are reported for “labor market areas.” Such an area consists of a central 
city or cities and the surrounding territory within reasonable commuting distance. 
The population figures refer to the major city or cities in the industrial area as indi- 
cated by the name of the area. For example, the total number of people in the cities 
of Seattle and Tacoma are shown for the Seattle-Tacoma industrial area. The 1950 
pepuston figures are tentative, based on preliminary tabulations of the recent 

ensus count, and are subject to revision. Industrial area totals are not yet available. 


\Supply contracts are the net total of individual contracts awarded by the Army, 
Navy, Maritime Commission, Treasury Procurement Division and foreign purchas- 
ing missions reported to WPB. Defense aid awards are included. Contracts of less 
than $50,000 and all awards for foodstuffs and food processing are excluded. Allo- 
eation of contracts is determined by location of producing plant. 


*Criteria used for the May, 1944, classification were not published by the WMC. 
The May, 1950, labor supply is determined primarily by the relationship between the 
estimated volume of unemployment and the estimated total labor force of the area. 
Labor market conditions are classified as follows: 

Ratio of Unemployment 


Code to Labor Force 
Tight or balanced labor supply. BaP a ahecese Ord ovate! pets osd)sts.a Under 3% 
Bort: Wabor! surplus. /s6)- 16 hie arq= ojo ate-fls, s\4 sizicinieiaie cial victererore a's 3-4.9% 
Moderate labor surplus.... 5-6.9% 
Substantial labor surplus... <)2si01. esses otis vos else sc cele 7-11.9% 


Srutealiishorysurplugs ser tsa techie semis = eb ea ceeiials wee 12% and over 

%In Newark only; information not available for Jersey City. 

4Moderate surplus in Tacoma; substantial surplus in Seattle. 

5In Albany only; information not available for Schenectady and Troy. 

8In Portland only; information not available for Vancouver. 

7In South Bend only; information not available for La Porte. 

8In Dallas. 

In Fort Worth. 

1°In Houston only. Serious shortage in Galveston in May, 1944, data not avail- 
able for May, 1950. 

In May, 1944, serious shortage in New Haven; critical shortage in Waterbury. 
In 1950, moderate surplus in New Haven, and substantial surplus in Waterbury. 

May, 1944, labor conditions refers to Beaumont only, May, 1950, to Port Arthur 
and Beaumont. 

18Includes St. Paul in area. . ih : : 

4Jn May, 1944, serious shortage in Providence, critical shortage in New Bedford, 
and adequate supply in Fall River. In May, 1950, critical surplus in Providence and 
New Bedford and substantial surplus in Fall River. 

18In Allentown only, for May, 1944; includes Easton for May, 1950. 
ace surplus in Norfolk-Portsmouth; critical surplus in Newport News- 

ampton. a 

17In Portland only. In May, 1944, Bath had a serious shortage; data not avail- 
able for May, 1950. 

aLess than .05%. 

bLess than $500,000. ? a¥s ; 

cePortland only. Vancouver population 19,000 in 1940; 1950 data not yet available. 

dSouth Bend only. La Porte population 16,000 in 1940; 1950 data not yet available. 

eHouston only; 1950 is rough estimate. Galveston population, 61,000 in 1940; 
1950 data not yet available. 4 , 

fAllentown only. Bethlehem population 58,000 in 1940; 1950 data not yet available. 

it ga only. Newport News population 37,000 in 1940, 1950 data not yet 
available. 

n.a.Not available. Labor market conditions in these areas are classified only when 
the labor surplus is at least substantial. 
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There are also variants to the labor supply picture. 
For example, Detroit may well get various munitions 
orders, according to recent press reports, but its pres- 
ent labor surplus is rated as only “moderate”—with 
only 5% to 7% of its labor force unemployed. Los 
Angeles, on the other hand, is rated with a “substan- 
tial” labor surplus currently, of between 7% and 
12% unemployed. Thus it has a larger labor pool to 
draw upon for military work than Detroit. 

Both these centers had “critical” labor shortages 
during the war, owing to the concentration of war 
work, but New York City was classified with a “plen- 
tiful” supply all during the war. And it has a substan- 
tial surplus right now. From the man-power stand- 
point, therefore, New York City may be the safest 
bet among the major centers for concentration of 
civilian, nondefense operations. 

Among other interesting examples, San Diego, with 
a thumping 58% population increase since 1940, now 
has a critical surplus of man power, with more than 
12% of its labor unemployed. But being an aircraft 
center (96% of its 1940-1945 contracts), it may be 
due for business improvement now. The Houston 
area, on the other hand, now has only a slight labor 
surplus—3% to 5% unemployed. This city has had 
a spectacular 30% population increase since 1940, 
and yet it had an “adequate” labor supply even at 
the peak of the war when 40% of its war work was in 
shipbuilding. In short, activity, high there now— 
much higher than prewar—may not quicken much 
more if the 1940-1945 history is any guide. South 
Bend, with a 14% population gain, has a tight labor 
supply now—and had a critical shortage in the last 
war. 

Thus the relevant columns of the accompanying 
table hold a variety of potential clues to prospective 
business activity in the nation’s top fifty centers, 
both in defense work and in nondefense activities. 
The type and volume of contracts need to be con- 
sidered—as well as wartime and current labor supply 
classifications. 

Needless to say, these two sets of classifications 
of labor supply are not exactly comparable. Man 
power was short generally during the war, while now 
there is some surplus generally. Hence an area of 
tight supply today may be even better off, in labor 
supply, than was an area of plentiful supply back 
in 1944.2 But relative comparisons may prove sig- 
nificant, as suggested in some of the instances cited. 


GertTRUDE DrutscH 
Division of Business Economics 


1The number inducted into the armed forces will, of course, affect 
the relative supply of labor. 


?The current labor situation is based on persons seeking work or 
with jobs under peacetime conditions. Actually, therefore, there is 
more slack in the labor market than this information indicates 
because housewives, students and other workers who enter the labor 
force where jobs are plentiful were not counted in the May, 1950, 
labor market survey. 
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Man Power on the Move 


AN-POWER mobilization for defense is likely 

to mean a fairly widespread reshuffling of avail- 

able workers rather than any great increase in the 
number employed. 

For the moment, at least, the government’s pro- 
gram of partial mobilization does not spell an inordi- 
nate drain on the civilian labor force. Total additional 
requirements for servicemen and defense workers run 
nearer two million than ten million, at least under 
the defense stepup announced last month. 

Today’s labor force is 8.5 million larger than in 
1940 and 6.5 million larger than in 1941—10% to 
15% greater. It is also more skilled because millions 
of servicemen have had military training and many 
more millions defense-plant and other industrial ex- 
perience. Many of the unemployed of the Thirties 
and the new workers mobilized in the early Forties had 
had little or no previous experience. 

But the labor force is a good deal less flexible today, 
even though it is larger and more skilled. Unemploy- 
ment is down to just over three million—little more 
than “frictional”—against 6 million or 8 million nine 
or ten years ago. Also, millions of teenagers and older 
persons who were called into the labor force during 
the last war are already at work right now. Thus a 


Man Power: Now—At War—and Prewar 


large part of our potential, as well as our normal 
labor force, is already fully employed. 

So man-power mobilization for defense must mean, 
in the first instance, a drain on civilian trade, service, 
and similar activities. These have swollen with em- 
ployment since the labor stringency at the peak of 
the war (see chart). And demand for workers is likely 
to go up, not down, as consumer incomes are ex- 
panded by defense expenditures (see page 297). Com- 
ing months, accordingly, may see the birth of man- 
power shortages in the economic sense—where total 
demand exceeds total supply—even though no actual 
shortage of technical, skilled personnel for defense 
tasks may appear. 


A BIG RESHUFFLING 


Though the expansion of defense needs now planned 
may not call for a‘great shift of man power from 
civilian lines, much more reshuffling of labor may re- 
sult from workers seeking better jobs in a tightening 
labor market. 

Back in 1940 and 1941, there were only 3% or 4% 
of factory workers who were separated from the pay- 
roll in any month, but the rate doubled during the 
war. And the quit-rate—the percentage of all em- 
ployees voluntarily leaving in any month—jumped 
from 1% to 2% to 5% and more. 

Separation and quit rates in plants have been run- 
ning again at the prewar levels. A rise of even 1% 
in these monthly rates would mean additional turn- 
over of millions of workers a year in factories and 


70 Millions June, 1941 June, 1944 June, 1950 
Totalilabor force? jas Goma succen catia ake 59.7 68.0 66.2 
Unemployment)... acne wien eee totes ee 6.2 9 3.4 
60 
“Civilian” industries. és)\54,: 55-0) (er/en so oe oe oe 19.8 18.5 24.7 
Prades. rte ee eee teeter crater cle PaeL itor 6.8 6.7 9.4 
50 Finance and service... ...........-00000008 4.6 4.8 6.6 
Self-employed! 3 cise seme suvetncioaa ae ohm 6.1 5.1 6.5 
Domestic service............00cccceeeeees 2.4 1.9 2.1 
40 
30 
PW ar’? MAUBtLIeS.. 505) 67,550 she ce eae Sistem eueota 82.1 37.3 36.8 
Apnoultures.c thay i uik snd tinge esc can 10.8 10.8 9.0 
Manufacturing ies csi. hilton od coe 10 es 15.6 14.6 
20 Miia gos Ba re og aR a a a 0.9 0.8 0.9 
Constructiontenud stew atee cee ee eee 1.6 1.0 2.4 
Transportation and utilities................ 3.0 8.5 4.0 
Civilian government, : .o% o6:0Si:c)\e 014 los oe - 4.2 5.5 5.8 
10 
Armed. forces)4 2. Mish aveels ese one ae 1.5 11.3 1.3 


JUNE, 1941 


JUNE, 1944 


JUNE, 1950 


Source: Bureau of Census; Bureau of Labor Statistics 


Note: Components will not add to totals because of rounding. ° 
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other industries. Indeed, the full-scale wartime mili- 
tary draft of man power at its peak only amounted 
to 112% of factory job rosters a month. 

Unlike 1941, industry now is fairly well-staffed for 
a production job. Employment in manufacturing rose 
by some 6 million from 1940 and by about 4 mil- 
lion in 1941 to the peak wartime levels of 1943 and 
1944. Now plant job rosters are already within a mil- 
lion or two of those highs. Government employment 
likewise expanded by a couple of million during the 
war years. 

It is now still close to its peak, with many civilians 
working for the defense departments. Transporta- 
tion and utilities, which increased employment during 
the war, added more workers in the postwar period. 
And while farm jobs are down, that is mainly owing 
to labor displacement by mechanization (see adjoin- 
ing column). 

Jobs in “essential” industries altogether rose by 
several million from 1941 to 1944, and hours of work 
lengthened—in factories from about forty-one a week 
to forty-five in 1944. Employment in these lines is 
already much closer to a full-scale mobilization for 
war than it was in 1941. Hours of work are back 
down to prewar levels in plants, and early resort to 
overtime would provide many of the additional man- 
hours needed. 

Less essential trade and service lines for civilians 
showed relatively little change in employment in the 
last war, for they were not geared up to high levels 
even by 1941. But with labor reserves almost fully 
employed already, these lines will now have to serve 
as the main reservoir for military needs. As man 
power is drafted from war industry, it is more than 
likely to be replaced from civilian lines. 


WHY LESS FLEXIBILITY 


The labor force is less expansible now than in 1941 
for two reasons. Teenagers, middle-aged women, and 
older men who would not normally be expected to 
work have increased the labor force. Already, for 
example, nearly 40% of women aged thirty-five to 
fifty-four are at work. 

On the other hand, the number of working women 
in the age bracket of twenty-five to thirty-four is 
nearly 1 million below normal because of the post- 
war marriage and baby booms (little was accom- 
plished either in wartime Britain or in Hitler Ger- 
many in mobilizing young mothers for war work). 
Even so, the total labor force is greater than was pro- 
jected. 

Any tightness that develops in man power naturally 
will show up first in occasional local labor markets. 
Committees of labor, management, and government 
will deal with any such local shortages that appear 
in any of one hundred or so communities. 


—A. G. 
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Farm Labor Decline: 
Burden or Blessing? 


ABOR requirements in agriculture have declined 
sharply this year, culminating a decade-long 
trend. 

If history had not recently taken one of those sharp 
turns that changes perspectives overnight, the fact 
might have been cause for concern about rural un- 
employment. But now, with the abrupt worsening of 
the international political climate, it may turn out to 
have been a blessing in disguise. 

Continuing a trend which has been in evidence 
for some months, June farm employment was 650,000 
behind last June’s total. Various special factors may 
change the figure somewhat as the year goes on. But 
the fact of a generally lower level of employment will 
not change. This can be said because the farm mech- 
anization of recent years is paying off in a major re- 
duction of the farmer’s labor bill. 

Specifically, our farms are producing 20% more than 
in 1940, with 23% less labor. So far in 1950, farms 
have employed over 700,000 fewer persons than in 
1949—and in 1949 there were about half a million 
fewer agricultural jobs than in 1945. All in all, farm 
employment has declined by more than 2 million 
since 1940.1 In the decade from 1930 to 1940 there 
was very little change in agricultural jobs. 

Technological displacement of farm workers is as 
old a story as the industrial revolution itself. The 
present stage owes some of its scope to the tremen- 
dous boom in machine buying that accompanied peak 
incomes after the war. 


A THREE-YEAR RECORD 


Almost one half of all tractors now on farms have 
been bought in the past three years. Annual pur- 
chases are now about three times the volume of 1945. 
Last year, farmers spent $860 million for tractors 
compared with $309 million in 1945, and $231 million 
in 1940. 

All in all, there are now more than 3.8 million 
tractors in use on farms, as compared with 1.5 million 
in 1940. Moreover, older and worn-out models have 


' 1These figures are estimates of the Bureau of the Census. The 
Department of Agriculture also publishes monthly estimates of farm 
employment which show much smaller declines—of some 200,000 
from last year and of about 1 million from the 1940 levels. However, 
the over-all trend is the same. The two sets of figures are obtained by 
different samples, are based on different concepts, etc. There is no 
full explanation of the important differences in changes indicated by 
the two farm employment series; some may be owing only to sampling 
errors. The Department of Agriculture series, however, may under- 
state the actual decline, because it includes persons employed pri- 
marily in nonfarm jobs but who also work on farms; and it also 
counts persons working on more than one farm as employed on each. 
Trends of recent years magnify these duplications. 
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been replaced with modern tractors which can be 
used with many more machines and for more light- 
duty jobs. Each tractor in 1947 was used about 20% 
more hours a year than in 1940. 

In dollar value, tractors on farms now are worth 
about five times the value of all tractors in use in 
1940—the gain reflecting the increase in prices as 
well as in numbers. The value of all other farm ma- 
chinery has risen about the same amount since 1940, 
suggesting a growth in use almost comparable to that 
of tractors. 

Such other machinery, moreover, is 2.5 times as 
important in value as all tractors. Combines, pickup 
hay balers, disc harrows and many other machines 
attest to the growing mechanization of farm oper- 
ations today. 

Back in 1940, only 34% of farms were electrified; 
by 1945 the proportion had leaped to 50%; and today 
it is nearly 90%. Kilowatt-hour sales to farms have 
more than doubled in the past five years, reflecting the 
even more spectacular growth in use of electrical 
equipment. 


WORKER OUTPUT UP 


In addition to mechanization, farm output per 
worker has been boosted by other technological 
changes. Use of fertilizer now runs double what it 
did in 1940. Over 80% of all corn acreage today is 
planted to the higher-yielding hybrid seed, compared 
with about one third in 1940. Striking gains have 
also been made in animal breeding practices and in 
chemical pest killers. 

A combination of factors has helped to accelerate 
the drop in farm employment so sharply this year. 
Since 1940, the annual rate of decline in farm employ- 
ment has been 1.9%, or 200,000. This has accelerated 
in the past couple of years. At the same time, farm 
output in general is expected to fall this year, in- 
stead of rise, as it did during most of the preceding 
decade. 

Planted acreage this year is off about 4% from 
1949 for two reasons. Acreage allotments for corn, 
cotton, and wheat were reduced by the Department 
of Agriculture as part of the price-support program— 
and, furthermore, spring planting weather was un- 
favorable. (Results for major crop supplies are esti- 
mated below.) Since last year’s harvest weather was 
especially favorable, the total crop output this year, 
it is estimated, will run even more sharply below 
1949 totals. 

As a result, total farm output may be off as much 
as 5% from 1949, despite gains in milk, meat, and 
other livestock production. So less labor is required 
to handle it. Farm labor needs may rise somewhat 
next year if the foreign situation calls for an increase 
in plantings and farm production. 

Such a reversal in goals would not likely return 


farm labor needs to 1949 levels. For the march of 
technological progress in agriculture is perhaps the 
chief factor in the farm labor decline. And with 
farmers buying still more equipment this year, the 
trend toward less labor per unit of farm output 
should continue next year. 

In the case of the full wartime mobilization be- 
tween 1940 and 1944, agriculture got by with 6% 
fewer workers despite a 25% rise in output over those 
years. This was accomplished by increasing the hours 
worked each week about 9%.—R. N. 


This Year’s Harvests and 
Next Year’s Goals 


HE Korean situation—together with poor 1950 

growing weather—already has turned the agricul- 
tural atmosphere from surplus to shortage. Farm 
prices have been rising rapidly for the past month 
and more. The Agriculture Department has an- 
nounced a 20% boost in the 1951 goal for wheat 
acreage and harvest. And further action to ready 
agriculture for a new production battle is widely 
expected to develop in coming months, at least to 
fight inflation if not another total war. 


Cotton Carry-over Shrinking 


Cotton—which made the sharpest turn from short- 
age to surplus in recent postwar years—is going 
through the biggest reversal now, although total 
supplies are still more than ample for today’s needs. 
The new crop is being estimated at around 10 million 
bales or less, following the official government report 
that poor spring weather limited plantings to only 
19 million acres (versus 28 million last year and an 
acreage allotment this year of over 22 million). 
Domestic use this past crop year, plus exports, ran 
close to 14 million bales. 

So the cotton carry-over, which rose from 2 mil- 
lion bales three years ago to 7.5 million bales today, 
may shrink rapidly again in the coming year. In 
contrast, when the last war started, surpluses of the 
Thirties had built up to as much as 12 million bales 
by mid-1941. And during the last war, annual use 
of cotton ran around 11 million or 12 million bales— 
about equal to output. 


Ample Wheat Stocks 


Wheat supply is some 40% above estimated de- 
mand; and yet, even so, output goals for 1951 have 
just been boosted. The new crop is estimated at 
around 950 million bushels—about equal to that of 
1941, but some 200 million bushels below 1949 and 
400 million below the peak war year. The new crop 
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about balances current use and prospective exports. 
But during the war, wheat consumption went almost 
to 1.3 billion bushels a year, when much wheat was 
used for industrial alcohol and livestock feeding. 
Stocks of 450 million bushels today compare favor- 
ably with those of mid-1941, and bring total supplies 
to more than peak war needs. 


Favorable Feed Grain Supply 


Corn harvests this year are estimated at 3,175 
million bushels, off only about 200 million from 1949, 
largely because so many farmers ignored federal 
acreage allotments. Prospective output of other 
feeds—hay, oats, barley, sorghums—compares favor- 
ably with 1949 volumes. Even so, livestock consump- 
tion of feed grains may run a bit above that crop 
output and close to 1949 levels. So feed stocks are 
also apt to shrink a bit in the next year. Corn stocks 
now are close to a billion bushels, about half again 
as much as in mid-1941—just as corn output this year 
is one fifth larger now than then and larger even than 
it was during the war. 

Grain consumption by livestock, however, is like- 
wise higher now than just before the last war, as is 
dairy, meat, and poultry production. And there are 
more hogs and cattle on farms now than then (though 
fewer milk cows). Production of livestock products 
now, however, is somewhat lower than at the war 
peaks. Livestock feeding reached its peak in 1942- 
1943, when feed-grain output was high and carry-over 
stocks were being reduced (instead of increased, as 
has been the case in recent years). Slaughterings 
boosted meat output to a high in 1944—15% or so 
larger than the current volume. 

Total food production—of which livestock products 
- comprise the largest part—likewise is running lower 
than at the war peak; and some of current output 
_ has even been piling up in government stock piles, 
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notably butter and eggs. Per capita food consump- 
tion is certainly higher now than in 1935-1939—and 
we eat more eggs, meat, dairy products, and fresh 
vegetables, and less potatoes, sugar, and fats and oils. 
But consumption had already improved by 1940 and 
1941 from earlier prewar years. And since then the 
gain in food consumption per person has been small, 
except for a slight shift or improvement in the direc- 
tions indicated. Population has increased 14% since 
1940, and exports and military uses take more of our 
food than then. So on a per capita basis, consump- 
tion is only up 2% since 1941. 


The Unknown Factors 


Food and farm output and supplies can be ex- 
panded again in case of emergency—but perhaps not 
so readily as between 1940 and 1944. For one thing, 
some major crop surpluses are slightly smaller, pro- 
portionate to current consumption and needs, now 
than they were in 1940. For another, cropland was 
expanded by 3% between 1940 and 1944; and that is 
about the maximum margin available now, following 
the 4% acreage shrinkage this year from last. More- 
over, much of the high output in the war years was 
attributable to our exceedingly good fortune with 
the weather. 

There is no way to count on that recurring. Poor 
weather, as in 1947, can of course cut yields. Livestock 
output could be expanded by increasing grain produc- 
tion, drawing down grain surpluses, expanding the live- 
stock population temporarily, and then slaughtering 
the surplus meat animals—the cycle of 1942-1944. 

In the end, in case of war, the size of domestic 
food supplies for civilians may depend more upon 
what food burdens might develop in other lands. 

—R.N. 


1All this makes more relevant than ever before the study of 
“Wartime Food Budgets,” which appeared in The Management 
Record for May, 1950, p. 179, 
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Korea: An Economic Profile’ 


WAR of movement and armor, such as the North 

Koreans are waging, requires an industry capable 
of producing tanks, guns, planes, communication and 
similar technical equipment. And armored armies 
on the move, even if the men live off the land, con- 
sume ammunition, petroleum, parts, and other ma- 
terial at a rapid rate. 

Hence such a war demands skilled personnel, in- 
dustrial supplies, and a well-developed economic base, 
and the war products must be at least partially de- 
rived from an economic surplus, lest the civilian 
standard of living deteriorate unbearably. 

From the sketchy evidence available, it would 
appear that North Korea lacks these essentials for 
the warfare of power and thrust it is reported to be 
waging. The amount of sustaining assistance being 
rendered (apart from original equipment) may there- 
fore be of large proportions indeed. 

These statements, from the economic analysis that 
follows, may seem only to duplicate what press dis- 
patches have already established. It is common 
knowledge that the tanks and planes in use are 
Russian produced. Self-propelled artillery and anti- 
tank rifles alluded to in some dispatches are doubtless 
also from the same source. And as estimates of North 
Korean troop strength increased from 100,000 to 
double or better, the United Nations became aware 
that Soviet or Chinese communist-trained Korean 
divisions, composed of escapees from the Japanese 
occupation, were in action. 

But behind these apparent facts are longer-range 
issues: How much outside support will have to be 
forthcoming if gathering United States power in 
Korea is to be matched? And of what kinds? Men as 
well as weapons? And further, if the munitioning on 
the current or even a larger scale is to continue, how 
large a drain on Soviet or Chinese military and eco- 
nomic resources is entailed? 

An inquiry into Korean resources and an evaluation 
of its man-power and production potentials is rele- 
vant to these wider and looming questions. 


BEHIND AN ARMY 


To begin with, an armored army of 100,000-200,000, 
or more, requires large numbers of relatively skilled 
technicians—drivers, repair men, gunners, communi- 
cations personnel, etc., not to mention the staff work 
involved. Moreover, it calls for both large numbers 
of noncombat soldiers and civilian producers behind 


1The material in this article was mainly drawn from publications 
of the Institute of Pacific Relations; the United Nations Economic 
Commission for Asia and the Far East; the Economic Cooperation 
Administration; and the Department of Commerce. 
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the lines in an equally technical and complicated 
network of supply. 

Yet Korea is a country where mass education was 
still at so low a point in 1944 that only 10% of the 
population had had a formal education. Further, 
until 1945 the Japanese occupied more than 80% of 
all top technical administrative posts in the nation, 
and even 50% of the minor civil service positions. 
These Japanese, numbering nearly 1 million, have 
been repatriated. In 1946, only 500 experts and 3,000 
skilled laborers were trained by the North Koreans 
for a year or even less. In the following year the 
numbers were 1,500 and 20,000, respectively. Even 
if this rate has since been accelerated, it is difficult 
to see how the new state of North Korea could have 
filled, out of its own resources, both its military and 
civilian needs for skilled personnel. 

Because it possesses the bulk of the hydroelectric 
supply and heavy industry, North Korea has been 
described as the key industrial sector of the divided 
nation. This is only half-truth. 

Industry is important in North Korea, but the area 
is nonetheless heavily agricultural. South Korea is 
the chief source of the staple food, rice; North Korean 
agriculture is in wheat, millet, corn and vegetables. 


A SHORN INDUSTRY 


Moreover, both agriculture and industry were left 
in truncated and distorted form after both the division 
of the country and the separation of Korea from the 
Japanese economy, with which it was previously inte- 
grated. More than 80% of Korean foreign trade was 
formerly carried on with Japan. That commerce, 
especially for North Korea, has long since been vir- 
tually ended. North Korea formerly produced semi- 
manufactures of metals, chemicals, and other heavy 
goods, which were exported to the Japanese. All 
major capital equipment in finished product form, and 
some consumer supplies, were in turn imported from 
Japan. Hence even North Korean heavy industry, 
limited as it was, never had been integrated or self- 
sustaining enough to provide a war base. 

As for light industry, it was almost nonexistent 
in North Korea. Textile, clothing, footwear, food 
processing and other light production was concen- 
trated in South Korea. And Korea, as a whole, has 
no domestic resources of petroleum or rubber. 

Korean plants and equipment, moreover, were badly 
run down as a result of supplying Japanese require- 
ments during the war. South Korea, in many ways 
faced with identical problems, has made large strides 
toward recovery in the past few years. But its pro- 
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duction, in almost all cases except food, remains be- 
low prewar or midwar levels, despite more than $300 
million of American postwar assistance actually sup- 
plied. And it is still well short of furnishing its own 
peacetime needs, much less military requirements. 

North Korea, with large supplies of hydroelectric 
power and anthracite coal, a sterner government and 
a checked inflation, had some basis for making a 
faster industrial comeback, and probably has. Yet, 
back in 1947, planned coal output was only about one 
half of the 1944 total; steel and pig-iron production 
goals were likewise only a fraction of the war peak; 
and cement tonnage was only 17% of prewar capacity. 

What further recovery has been made is unknown, 
but even the 1944 peak tonnages for coal were less 
than one fourth as large as in this country, on a per 
capita basis; and those for iron and steel perhaps as 
little as one twentieth as large as here (per capita). 

North Korea has had to face additional industrial 
tasks. It has had to round out its facilities by de- 
veloping capacity for the fabrication of its semi- 
manufactures into finished heavy goods products. It 
has also had to start making consumer goods for- 
merly produced in Japan or South Korea. And it had 
to do so without the benefit of Japanese industrial 
machinery, which was the basis for Korea’s original 
development. It hardly seems likely that North 
Korea could have very readily overcome all the prob- 
lems of separation from Japan, of recovery, and of 
industrial expansion to be now in a position where 
it could supply more than a fraction of its require- 
ments for modern armored warfare. 

In 1948, the restoration of facilities still had priority. 
An amazing expansion since then, as well as stock 
piling, would have been necessary for the North 
Korean war machine’s current consumption, let alone 
original equipment, to be met from domestic resources. 


A NUMBER OF FACTS 


Korea is about the size of Utah (85,000 square 
miles). About three fifths of the area is in North 
Korea. Korea’s northern border is about on a line 
with Portsmouth, New Hampshire. 

The climate is somewhat comparable with that of 
the Atlantic seaboard. There is about the same 
amount of rainfall, which is considerably more con- 
centrated. About 80% to 90% falls from April to 
October, and from 40% to 50% may fall in July and 
August. Floods are thus a threat at this period of 
the year. 

The coastline is 5,400 miles long, plus that of about 
3,000 small offshore islands. The best harbors are 
in the east and south. The principal port is Pusan 
on the southeast corner, which will take vessels as 
large as 10,000 tons and has a peak capacity of 500,- 
000 tons a month. The second port is Inchon, on the 
Yellow Sea, at which vessels of over 5,000 tons must 


be discharged by lighter. This port is subject to about’ 
a thirty-foot tidal movement. 

Korea is a mountainous country, with the ranges 
running north to south. The bulk of the mountains 
are in northern and eastern sections, while the terrain 
in the south and west is more gently sloping. 


Population 


Korea has approximately 30 million people—about 
21 million in South Korea and about 9 million in 
North Korea. Since the end of the war, between 
1,500,000 and 2,000,000 persons have emigrated to 
South Korea. In comparison with the United States, 
(see table below) a larger proportion of Koreans are 
in the younger-age groups. Life expectancy is com- 
paratively short, mature people are relatively few, and 
the large proportion of young place a burden on the 
rest. (Child labor was abolished in both halves of 
Korea since the end of the war.) 


Percentage Distribution of Population by Age 


0-14 15-39 40-59 60+ 
Korea (1944) eal isrageea ee ee 43 .35 15 .06 
United States (1949)............ (212288 a oS Le 


The relation of population to land differs in the 
southern and northern portions. In northern Korea 
there are about 190 persons per square mile; in south- 
ern Korea, about 550 persons. 

The cultivated acreage is about equal in both 
halves of Korea, although rice, the staple crop, is con- 
centrated in the southern sector. In 1944, approxi- 
mately 70% of the Koreans were dependent on 
agriculture for their livelihood; another 12% on in- 
dustry and mining; 9% on commerce and communi- 
cations; 3% on public or professional services; and 
the remainder in miscellaneous capacities or unem- 
ployed. There has no doubt been some change since 
the withdrawal of the Japanese (over 90% of the 
former occupiers were engaged in nonagricultural pur- 
suits) . 


Natural Resources 


Most important industrial minerals are in the north 
(magnesite, iron ore, coal, phosphate, limestone, py- 
rite). South Korea has important deposits of gold, 
graphite, tungsten, and low-grade anthracite. Forest 
lands are chiefly in the North, but much of the penin- 
sula’s forests have been badly depleted. About 90% 
of hydroelectric power is generated in the more moun- 
tainous North. Fishing is more important off the 
northern shores. Petroleum has not yet been pro- 
duced in any part, and bituminous coal must be im- 
ported. 


Communications 


Requirements of Japanese occupation gave to Korea 
a more abundant supply of railroad, telephone and 
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telegraph facilities than most countries in a similar 
stage of development. But equipment is meager by 
United States standards. About 80% of South Korean 
underground and aerial cable installations are more 
than thirty-five years old and in poor condition. 
They have nevertheless been described as “adequate.” 

South Korea has more than 600 locomotives, about 
half of which were laid up for repair in 1949; of 
the usable ones, 100 were contributed by the American 
Government. Of 9,000 freight cars, 2,000 were laid 
up in 1949. Some 700 passenger coaches are available. 
Railroads run mostly north and south, and South 
Korea has about 2,700 kilometers of track. 

Passenger automobiles in South Korea total about 
3,500—fewer than before the war. Commercial ve- 
hicles number 12,000—about four times more than 
prewar. (The United States sent about $2 million 
worth of vehicles to South Korea in 1949 alone.) 

The southern highway system suffers from lack of 
all-weather roads, maintenance, and fueling facilities. 
The best highways are gravel based; the only one 
paved, in early 1949, ran between Seoul and Inchon. 
There are few east-west rail connections. East-west 
road travel is hazardous, and is almost impossible in 
the rainy season. 


Agriculture 


Agricultural output in South Korea in 1949 was 
better than prewar, and about 100,000 tons of rice 
were earmarked for export. Problems are threefold. 
First, Japan’s food requirements created an emphasis 
on rice output that unbalanced the distribution of ag- 
ricultural resources. Secondly, South Korea suffers 
from a severe fertilizer shortage (the chemical in- 
dustry is situated in the north). It has thus been 
the large supplies forthcoming from the United States 
that have been instrumental in raising South Korean 
food production. 

Third is the problem of land distribution and land 
tenure. The North Korean redistribution in March, 
1946, encompassed absentee- and collaborator-owned 
lands and large holdings, plus former Japanese acre- 
age. In South Korea, Japanese holdings were redis- 
tributed in March, 1948, but it was not until the mid- 
dle of 1949 that land belonging to former collaborators 
and absentee owners and to large holders were sub- 
ject to redistribution. This latter enactment has ap- 
parently not been carried out to any substantial de- 
gree. Details of land reform measures differ consid- 
erably. 

North Korean agriculture has also improved, but 
1948 goals were below 1939 performance. 


Fishing 
Fish has been the most important protein food 


in the Korean diet. It was also an important export 
before World War II, when 60% of it was sent over- 


BUSINESS RECORD 


307 


seas. Korean fishing fleets and equipment were de- 
pleted and badly depreciated at the end of the war. 
Those of South Korea are still below par (bulk of 
the prewar catch was landed in the northern areas). 
Between 1932 and 1939, total marine products landed 
ranged from 500,000 to 850,000 metric tons a year 
in South Korea alone. The 1948 catch was 285,000 
metric tons, which was lower than the previous two 
years. The 1949 catch was expected to be even lower. 
Mining 

South Korean mining output is apparently well 
below war peaks, which were extraordinarily high. 
Machinery was run down and some deposits were ex- 
hausted or nearly so. The following data give the 
1948 output of certain minerals as a percentage of 
1944: gold, 2%; tungsten, 20%; graphite, 2%; copper, 
50%; zinc, 8%. 

Planned North Korean lignite output in 1947 was 
less than 50% of 1944; and about the same held true 
for anthracite. It is not clear to what extent these 
plans were fulfilled. 


Industry 

The industrial situation in South Korea is affected 
by two factors. Most heavy industry is in the north; 
and the supply of hydroelectric power from there 
(postwar, about 65% of total available) was shut off 
in May, 1948. The industrial distribution problem can- 
not, of course, be solved quickly. Some rise in the 
supply of electric power has been achieved by re- 
habilitating old plants and increasing coal-produced 
energy, plus the contribution of power barges by the 
United States. As a result, South Korea now has 
about three fourths of its 1947 supply, even with the 
withdrawal of the North Korean source. More power 
and more coal are badly needed, particularly for the 
production of fertilizer. 

In November, 1949, industrial production of twenty 
important South Korean commodities was up 83% 
from the 1948 average. On a nine months’ basis, an- 
thracite output, tires, paper, cotton cloth, cotton 
yarn, electric power and brick production were up 
from 30% to well over 100%. However, total output 
has been estimated at about 50% of capacity, which 
is a considerable advance over the 20% capacity esti- 
mated for 1946. An index based on manufacturing, 
utilities, fisheries, and mining shows, in recent months, 
approximately a 100% increase over 1947. 

The most important industries are textiles and food 
processing, and other consumer industries such as 
tubber shoes, pottery, and light metal fabricating. 
More than half the leading industries depend on im- 
ported raw materials. In November, 1946, there were 
46.7% as many industrial firms in operation as in 
1944, and 59.4% as many workers. The Japanese 
owned 90% of all industry, and most of this is in the 
government’s hands, pending disposal. 
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In North Korea, there are chemical, iron and steel, 
machine and tool, cement and a scattering of con- 
sumer goods plants. Cement output in 1947 was 
about 17% of 1940 capacity. The planned production 
of pig iron in 1947 was but a fraction of 1944. 


Inflation 


The South Korean government has run a heavy 
deficit throughout the postwar years. It amounted 
to half of 1946 expenditures and about a fourth of 
1948 expenditures. This may well have increased in 
1949 (tax collections in one period of 1949, for ex: 
ample, were less than 40% of assessments). Govern- 
ment borrowings from the central bank in 1949 in- 
creased the note issue as follows (in billions of won): 


January.......42.3 

April ances 37.6 (small outlays: rice collection failure; and 
large revenues: sale of government rice 
stocks.) 

November..... 67.1 (government tax collections down.) 

December..... 74.1 (outlays for government rice purchases and 


military and police expenditures.) 


By the end of 1949 the government’s overdraft at 
the central bank was about 85 billion won as a re- 
sult. (Money in circulation dropped somewhat in 
early 1950.) Hence, prices and wages are way up. 
In Seoul in December, 1947, for example, the price 
index of retail commodities was 77,000 compared with 
1936 as 100, while wages were 18,000. Wages began 
to catch up after a time, but the late 1949 inflation- 
ary movement may have halted their rate of recov- 


ery. In December, 1949, wholesale prices were 58%. 


higher than in December, 1948. All retail prices were 
more than 40% higher. Food prices were up about 
35% and wages jumped over 175%. 

The first United States conversion rate for won 
was 450 to the dollar. In June, 1949, the Korean 
Foreign Exchange Bank was buying dollars at the 
rate of 900 to 1 and selling them at 950 to 1. A free 
auction took place at the end of 1949, which brought 
prices of 900 to 1,980 won per dollar. It was antici- 
pated that the bank would eventually set a rate of 
about 2,000 won per dollar. 


Standard of Living 


The standard of living in Korea, both North and 
South, is certainly not high, but it is difficult to 
make any quantitative statements. The South Korean 
standard appears to be below prewar. 

An indication of the relative standard of Korean 
living can be seen from the 1932-1936 data, when 
daily per capita food intake was 2,036 calories. Higher- 
income western nations show a figure of better than 
3,000 calories a day. It was reckoned that 38 calories 
a day had to be added to the prewar figure to take 
account of the edible weeds, roots, and bark used to 


supplement the diet. By comparison, in May, 1946- 
April, 1947, the South Korean diet was estimated to 
contain 1,468 calories a day. There has been marked 
improvement since then. These data, of course, do 
not take into account the distribution of total calories 
and the quality of nutrients as between income groups. 

An unemployment total of 900,000 was estimated 
for South Korea in May, 1949, a figure which some 
officials thought would be more accurate if doubled. 


Foreign Trade 


During the Japanese occupation, Korean trade was 
almost exclusively with the Japanese Empire. The 
peninsula principally exported rice, fish and marine 
products, and bought fuels, heavy manufactured 
goods, automotive equipment, textiles and fibers, rub- 
ber, and specialized items. An unfavorable trade bal- 
ance was offset by shipments of gold and silver and by 
Japanese acquisition of Korean land and capital 
assets. 

In 1938, all Korea had an unfavorable trade bal- 
ance of $51 million. In 1948, South Korea alone ran 
a deficit of $170 million—which was reduced to $120 
million for 1949. The trade pattern has now shifted, 
and the bulk of the deficit is with the United States, 
which financed about 87% of South Korean imports 
in 1949. Principal products supplied by the United 
States have been fertilizer, foodstuffs, petroleum and 
cotton—and it has also financed coal from Japan. 
The trade deficit with the United States was $132 
million in 1948 and about $100 million in 1949. A 
restricted trade with the North was ended in April, 
1949. 

ECA programs called for a reduction of the total 
deficit on international payments from about $150 
million in 1950 to $20 million by 1953. 


United States Aid 


Including money appropriated but not yet ex- 
pended, the United States has committed almost 
$0.5 billion of aid to the South Korean government 
during and since the military occupation by the 
United States. Another $100 million is scheduled in 
the foreign aid bill for the fiscal year 1951. Military 
assistance has totaled $57 million (estimated at $112 
million at replacement cost) . 


North vs. South Korea 


North Korea has possibly made a better produc- 
tion comeback than South Korea in the past few years. 
It is thought to have shown a greater improvement 
partly because a strong and determined central gov- 
ernment was able to carry out a program of greater 
autarky and capital investment. It has not had a 
refugee problem with which to cope. On the other 
hand, the outward flow of people testifies to political 
dissatisfaction as well as to agricultural deficits. 


THE CONFERENCE BOARD 


South Korea has had a severe inflation, a super- 
abundance of people, and the loss of power, minerals, 
fertilizer, and heavy goods supply from the North. 
Food supplies have improved somewhat, a variety 
of new industries has been developed, and old ones 
rehabilitated or expanded. Production has increased 
greatly in the past few years, but prewar levels have 
in most cases not been reached. 

The gravest consequence of partition has been a 
divided people and armed conflict. Scarcely less 
grave has been a divided economy. 


Lawrence A. Mayer 
Division of Business Economics 


Highlights 
(Continued from page 297) 


climbed from 80%, or a bit more, of total productive 
capacity in the first quarter to better than 90% in the 
second quarter. And what margin of inventory building 
remained in the picture went to increase supplies on 
hand proportionate with a further stepup in operations 
that has since developed. Direct demands for steel 
from war industry may not at present appear relatively 
very large. But demand from indirect defense—or 
essential lines—may pyramid to substantial volumes. 
These lines took the bulk of our steel output even at 
the peak of war mobilization in 1943. And when direct 
war needs eased somewhat in 1944, they absorbed the 
whole increase in steel supply (see chart-table). 
Naturally, partial mobilization of present dimensions 
must proceed on the assumption that spending will hold 
up, that essential needs will mount, that a network of 
controls to assure priorities and allocations will be re- 
quired. But neither the patterns nor the problems of 
this mobilization can be expected to follow wholly— 
perhaps not even primarily—on the lines of the past. 


SANFORD S. PARKER 
Division of Business Economics 


Economic Notes 


Cost of Britain’s Health Service 


“Britain’s National Health Service went into effect July 
5, 1948. The Ministry of Health estimates that, as of the 
beginning of 1950, some 47 million persons, or 95% of the 
population, were covered. Participating in the program were 
18,000-19,000 general practitioners (85-90% of the total), 
9,500 dentists, and practically all the nurses and pharma- 
cists in the country. Hospitals under the service numbered 
2,700. 

“Gross costs during the first fiscal year of the program 
covering a period of nine months were £276 million. In 
the second fiscal year—a full twelve-month period—expen- 
ditures rose to £449 million, an increase of 22% when ad- 


BUSINESS RECORD 


309 


justed for the difference in the number of months involved. 
Some items went up threefold or more; others declined . 
[see table below]. 


EXPENDITURES OF THE BRITISH NATIONAL HEALTH SERVICE 
(ENGLAND, WALES, SCOTLAND), FISCAL YEARS 1948-49, 1949-50, 
AND 1950-51! 


j Percentage 
Thousands of Pounds Sterling Percentage distribution 
; ; change, of absolute 
Item Actual Estimated 1949-50 increase 
from 1949-504 
1948-492 1949-50 1950-51p 1948-493 from 1948-49 
Total eect ects nee: 275,905 449,172 464,514 +22 100.0 
Central Health Services 
Council and standing ad- 
visory committees........ 11 4 6 -76 a 
Hospital, specialist, and ancil- 
lary services............. 145,078 250,756 269,966 +30 70.3 
Grants to local health au- 
Ehoritiesy, eee est noes se 10,238 15,420 18,530 +138 2.2 
General medical and dental 
services, pharmaceutical 
services, andeupplemeniary 
ophthalmic services. .. 90,380 158,936 156,796 +32 47.1 
Expenses of aaaitins 
councils: 
Administration........ 1,856 2,178 2,250 -12 -.4 
General medical services 33, 800 47,145 48,234 +5 2.7 
Pharmaceutical services 17,715 95,350 31,003 +50 14.3 
General dental services. 21,800 48,648 46,565 +68 23.9 
Supplementary ophthal- 
mic services......... 1970 §=©25,125 28,165 +26 6.3 
Other expenses.......... 239 490 580 +55 2 
Training and related services. 12 64 73 +298 1 
Other services............. 80,192 23,993 19,144 —40 -19.7 


iFiscal year covers the twelve months from April 1 to March 31. 

2Represents nine-month period, July 5, 1948-March 31, 1949. 

3Based on relation of 1949-50 expenditures and full twelve-month equivalent 
of 1948-49 expenditures. The twelve-month equivalent for 1948-49 was obtained 
by a uniform 33% inflation of the items in column 1; actually the difference in the 
time periods affected was 35.2%. Some activities financed by the 1948-49 appro- 
priation for the National Health Service were in operation before July 5, 1948, and 
were budgeted for a full twelve-month period; hence the conversion of all items 
from a nine- to a twelve-month year results in some overstatement of costs for 1948-49. 
The sources do not permit identification of items budgeted for full twelve-month 


period. 
4Based on absolute difference between column 2 and column 1 after inflation of 


items in column 1 by 33% (see footnote 8). 

aLess than 0.05%. 

pPreliminary. 

“More meaningful than the percentage changes is the 
distribution among the various services of the absolute 
amount of the increase—£82 million on an adjusted basis. 

. . About 70% of the total increase was accounted for by 
hospital, specialist, and related services and reflected a large 
rise in the cost of hospital care, attributable principally to 
higher wage and salary scales. The increase in dental care 
costs and in the cost of prescriptions, which has received 
considerable publicity, represented 24% and 14%, respec- 
tively, of the over-all increase in costs. The rise in general 
practitioner medical-care costs and in the cost of ophthalmic 
services (mostly provision of eyeglasses), also widely 
stressed, accounted for 3% and 6%, respectively, of the total 
increase in costs. When these percentages are added, they 
total more than 100 because of the decline in some items, 
notably payments to liquidate hospital liabilities, which were 
transferred to the Health Service upon its inauguration.” — 
Source: Social Security Bulletin, Social Security Adminis- 
tration, June, 1950. 


What We Are Worth 


“Actual total wealth of the United States, representing 
to some extent the federal tax base, was estimated on De- 
cember 31, 1949, at $684,245,000,000.”—Report of the 
Joint Committee on the Economic Report on the January, 
1950, Economic Report of the President, p. 94. 


Defense, War Economics 


DEFENSE AND WAR GROWS 


The deficit for the fiscal year 1950 ($3.1 billion) made it eighteen out of 


twenty years with expenditures larger than revenues— 
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—and now Korea—and what else next? Mr. Truman wants $10.5 billion— 
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" _ ae So 


MORE AND MORE EXPENSIVE 


How fast it will be spent is uncertain, but if we boost defense spending in the 
same amount as in the fiscal year 1941 


4144the pre-Korean budget (in billions) 
would 


46.34 take on this appearance 


A corresponding percentage rise would have this effect: 


_ Our friends have defense burdens, too. Here are their defense outlays 
as a percentage of gross national product and of the national budget: 


UNITED STATES 


CANADA 


UNITED KINGDOM 
NETHERLANDS 
FRANCE 
BELGIUM 


LUXEMBOURG | 


ITALY 
NORWAY 
PORTUGAL 


DENMARK 


as % of gross national product as % of national budget 
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Survey of Business Practices 


Company Giving 


OMPANY gifts to charitable and educational in- 
stitutions in 1950 will equal the record donations 
of 1949, according to the 201 manufacturing concerns 
cooperating in this month’s survey of business prac- 
tices. No significant shift in the allocation of these 
funds is anticipated. Because of the growing number 
of charities, however, more and more companies 
favor some form of pooled or federated giving to re- 
duce the burden of considering and making many in- 
dependent gifts. 


1950 DONATIONS 


Half of the cooperating companies plan to give as 
much to charities this year as last. One fourth of the 
companies will pare their donations, while the re- 
maining fourth believe that their gifts to charitable 
and educational institutions will exceed those made in 
1949. Nonrecurring contributions are the chief cause 
for changes in total company donations. In some 
cases, however, diminished earnings are resulting in 
smaller gifts. 

Gifts to local organizations, particularly the Com- 
munity Chest and hospitals, still account for the 
major share of company donations. The rate of giv- 
ing is ordinarily stepped down in communities where 
there are only sales offices or warehouses, and several 
corporations indicate that they feel only a nominal 
responsibility in these communities. An apparel 
manufacturer sums it up by saying: 


“We feel that our major responsibility is to those com- 
munities in which we have our manufacturing plants and 
therefore the greatest number of employees. To under- 
take to make gifts in all the communities in which we do 
business would create a financial problem far beyond our 
resources.” 


Community Chests 


Most companies express the view that their prime 
philanthropic responsibility is to those communities 
in which they maintain plants or offices. They oper- 
ate in the belief that “the cause is worth while if it 
touches upon the living conditions of our employees 
and their families.” As a chemical producer states: 
“A well-balanced and efficiently operated local pro- 
gram makes the communities in which we operate 
better places in which to live. This makes for happier 
employees, better employee relations and a more effi- 
cient organization.” As a result, the Community Chest 
receives first priority with most companies. 

One or two companies believe they have no responsi- 
bility to support the Community Chest. Instead, it is 
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their feeling that the community is indebted to them 
for the employment that they provide. This thought 
is expressed by an electrical machinery manufacturer: 


“We do practically no business locally, and do not 
have the same viewpoint regarding any responsibility 
to the community that would be natural with banks, 
department stores, etc., which get all their business locally. 
As far as our particular company is concerned, instead of 
having any responsibility to the community, we feel just 
the reverse—that the community should appreciate our 
presence here in that we supply employment and business 
to the community through our pay roll with funds coming 
in from all over the United States and foreign countries.” 


Hospitals 


Local hospitals also are prime recipients of com- 
pany gifts. Replies to the Board’s surveys indicate that 
hospital capital drives still outnumber all other drives. 
Corporations generally contribute heavily to these 
hospital building funds, as well as to maintenance 
campaigns, on the ground that improved medical 
facilities for the community are of direct benefit to 
their own employees. 

Because gifts to hospital building funds are irregu- 
lar and vary so much in size as to make budgeted giv- 
ing difficult, some companies are arranging to meet 
their pledges over a three-year period. 


Educational Institutions 


Appeals to industry for the support of educational 
institutions are increasing substantially, and the need 
for assistance is generally recognized by management. 
As a manufacturer of industrial machinery states: 


“Corporations must pick up and carry much of the 
responsibility for financing privately endowed institutions 
of higher learning that was formerly carried by wealthy 
individuals. Unless this is done, our institutions of higher 
learning will be increasingly infiltrated by governmental 
influence that will reflect the attitude of the party in 
power and inevitably do grave damage to the freedom 
and independence of thinking and teaching in our insti- 
tutions of higher learning.” 


Some companies report making contributions to 
general funds and college development programs, but 
only upon receipt of specific approval from their 
boards of directors. Executives from these companies 
predicate the gifts upon the service rendered them by 
colleges in providing future executives. They are 
frank to admit that this is not as “tangible an equiva- 
lent” as they would like to see. 

Companies report giving freely to local colleges at 
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which employees may be taking night or part-time 
day courses. For example, a hardware manufacturer 
writes that the growth of adult educational courses 
at a local college is responsible for his company’s 
larger educational gifts. 

One company, concerned by the decline of funda- 
mental research in our universities, is making substan- 
tial grants-in-aid to offset the decline in private en- 
dowments that formerly supported such research. 
Another company is favoring gifts to colleges of gen- 
eral education that foster education-industry coop- 
eration. 

While most private universities are benefiting from 
industry’s growing interest in their problems, state 
or city colleges are losing favor in some quarters. 


ORGANIZATION FOR GIVING 


Evidence that companies are beginning to develop 
a uniform and somewhat scientific policy for giving is 
reflected in the appointment of special individuals 
and committees to handle donations, in the number 
of companies that have put their donation policies 
into writing, and in the growing practice of budgeting 
gifts. 

Although responsibility for establishing policy rests 
with the board of directors, in most companies either 
the president or treasurer, or both working together, 
/ actually determines the amounts to be given to speci- 
fied charities. In a few companies, the secretary of 
the company or the controller is in charge. 

Because of the public relations aspect of giving, 
the public relations department is ordinarily kept 
informed of company action on this matter, although 
generally companies do not try to publicize their gifts. 

With the growth of administrative problems, chari- 
table giving is sometimes handled in committee. In 
three instances, administration of the company’s dona- 
tions policy is part of the work of the company’s op- 
erations committee. Five companies report estab- 
lishment of separate donations committees, and five 
others have set up foundations to handle gifts. In 
one company, the donations committee consists of the 
director of employee relations, the corporate secretary, 
and the treasurer. In a much larger company, the 
committee includes the executive assistant to the 
president, the heads of public relations and employee 
relations departments, the budget director, and the 
secretary of the company. This latter committee has 
a full-time executive secretary. 

In companies with multiple-plant operations, giv- 
ing is, with few exceptions, decentralized. It is gen- 
erally felt that the local manager, who is closer to 
the local situation than home-office officials, is better 
prepared to evaluate requests for donations. The 
home office usually assists the local manager by sup- 
plying him with any facts he needs to evaluate dona- 
tions requests. 
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The extent to which local management is permitted 
to handle local solicitations varies from company to 
company. Several companies report that gifts ex- 
ceeding $100 have to be cleared through the home 
office. In another, gifts as large as $1,000 can be 
made at the discretion of local management. 

Sometimes it is not the size of the gift but the 
origin of the request that is the governing factor. A 
producer of engines and turbines reports that giving 
to the Community Chest and Red Cross has been 
completely decentralized. On the other hand, all 
other gifts must clear through the home office. In 
the case of certain national drives, such as the Red 
Cross, there is an increasing tendency to break up 
the contribution by areas of operation, thus assist- 
ing local plants to meet their quotas and thereby ful- 
fil their community responsibilities. The company 
then rounds out the gifts by a check to the national 
organization. One company, which has recently de- 
centralized its policy, reports that it is actually saving 
money under the new system. 


BUDGETING 

About half the reporting companies budget their 
donations. The general procedure is for each division 
or subsidiary to submit its proposed budget for re- 
view by top management. The latter then presents 
the over-all budget to the board of directors. 

It is general practice to budget only the recurring 
items such as the Community Chest and the Red 
Cross. To meet special drives, a bulk contingent or 
“miscellaneous” sum is set aside for apportioning as 
required. 

Companies operating on a budget indicate their 
satisfaction with this type of control. According to 
one company that has been budgeting since the war 
years, donations are always kept within 5% to 10% 
of the estimated forecast. 

Companies that do not budget their donations cite 
as the primary reason the small amount given. Others 
control gifts by setting an over-all limit as a percent- 
age of corporate earnings and screening each solicita- 
tion carefully. One company reports that the pre- 
ponderance of capital requests makes it impossible 
to forecast total donations. 


GUIDES TO GIVING 

Companies employ a wide variety of yardsticks in 
determining the size of their gifts. The controlling 
factor is, of course, the company’s earnings, or its 
ability to make gifts. The guides most frequently 
mentioned are summarized in the accompanying box. 
Companies generally employ a combination of these 
guides rather than any one of them in particular. 
What applies to one soliciting agency or in one com- 
munity may not necessarily prove feasible under a 
different set of circumstances. 

As in all budgeting, the empirical element plays 
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an important role in judging gifts. With few excep- 
tions, reference is made to the previous year’s outlay 
and “very special justification is required for marked 
departures.” Some companies, however, report al- 
lowing for a “growth” factor which, they explain, en- 
ables them to meet the growing number of requests. 

Various legal restrictions operate to place a ceiling 
on the extent of a company’s contributions. For ex- 
ample, companies seldom make gifts which total more 
than the 5% of net income (before taxes) that the 
federal tax regulation permits corporations to deduct. 
In fact, several companies indicate that they would 
not consider going beyond this limit without specific 
stockholder approval. State laws and company by- 
laws also affect the size of donations. A petroleum 
company’s by-laws, for example, limit contributions 
to one fourth of one per cent of the previous year’s 
gross operating income. 


TEN GUIDES TO GIVING 


Business conditions 
Profits 
Business outlook 
Dividend record 


Precedence 
Size of past donations 
Past relations with solicitor 


Legal restrictions 
Federal tax regulations 
State laws 
Corporate by-laws 


Gifts of other companies 
Competitors 
Leading companies 
Companies of similar size 
Number of companies in community 


Employees 
Number of employees in community 
Benefit to employees 
Interest of employees 
Employee gifts 


Sales volume in community 


Assessed valuation of property in community 


Soliciting organization 
Importance of its work 
Extent to which it operates locally 
Character of its appeal 
Aims 
Quality of administration 

Budget 
Character of other contributors 
Better Business Bureau evaluation 
Amount to be raised 
Likelihood of meeting its goal 


External pressure or commercial advantage 


Most companies report checking the size of contri- 
butions made by other local companies. It is a fairly 
common practice for executives to discuss this with 
one another at local civic meetings. In fact, instances 
are reported in which company officials get together 
and prorate among themselves the entire amount to 
be raised. Many companies also base the gifts in part 
upon what others of similar size are doing or what 
members of the same industry are contributing. 

A fairly common yardstick for determining the gift 
to the Community Chest is the number of employees 
in the community. This applies primarily to manu- 
facturing operations. The company’s sales volume is 
more frequently employed in those areas where there 
are sales offices and wholesale or retail outlets. 

Some companies, when giving to the Red Cross and 
other organizations, agree to relate their contribution 
to the over-all gift made by their employees. In- 
stances are reported of matching employee gifts dollar 
for dollar or agreeing to contribute a predetermined 
percentage of the total employee gift. For example, 
one metals company reports: 


“We base the company’s responsibility in communities 
other than the home office and factory upon the number 
of employees, and in the case of the American Red Cross 
and the Community Chest we generally match the amount 
that is given by the employees.” 


Because of the many new organizations soliciting 
funds, companies are examining the soliciting organi- 
zation more closely. Executives report that they are 
interested in the aims of the organization, the char- 
acter of others who are backing the organization, the 
likelihood that its goal will be met, and the quality 
of its administrators. Several companies point to the 
work of the Better Business Bureau and the local 
chambers of commerce in screening organizations. 
Many companies believe an annual review is the best 
check against making unjustified contributions, for 
it is not infrequent that organizations are found 
straying from their original objectives. 


FEDERATED GIVING 


Several executives express their hope for a single 
drive embracing all charitable organizations. Pooled 
or federated charities are deemed more effective. Two 
or three executives would like to see organiza- 
tions similar to the United Fund of the State of Michi- 
gan established elsewhere. One such movement is 
reported by a manufacturer of apparel, who states 
that in his community a group is banding together 
under the auspices of the chamber of commerce in 
the hope of encouraging greater membership in the 
Community Chest. 

G. CuarkK THOMPSON 
Joun H. Watson, III 
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Retail Prices Up in May 


[\ 


100 
1939 "41 43 45 "47 *49 1948 1949 1950 


ETAIL prices from mid-April to mid-May have 
surpassed any month-to-month percentage in- 
crease since July, 1948, when the index rose 1.2%. 
The advance in Tue Conrerence Boarp’s index of 
consumers’ prices that began earlier this year is con- 
tinuing at an accelerated rate. Similarly, wholesale 
commodity prices are going up. The BLS commodity 
index, which had leveled off in the latter part of 1949, 
commenced an upward movement in January. Both 
price series, however, are far below the August, 1948, 
peak. Since the start of the upward movement in 
January, the wholesale price index advanced some 
3%, while the consumers’ price index gained almost 
1%. ) 
ee ConFERENCE Boarn’s index stood at 161.0 
(January, 1939=100) in May, exceeding the April 
index by more than one half of one per cent. 
Food prices at the wholesale level have closely 
paralleled retail food prices. Comparison of the food 


For the Chart 


Index Numbers, 19389=100 

Sources: Wholesale, 1989-1947—BLS Handbookfof Labor Sta- 
tistics; 1948-1950—Monthly BLS Releases of Wholesale Prices; 
May, 1950—Weekly BLS Releases of Wholesale Prices. Retail, 
National Industrial Conference Board. 
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component of the BLS wholesale price index and 
THE CONFERENCE Boarb’s consumers’ price index re- 
veals a high degree of similarity in the changes that 
have taken place during the period charted (1939- 
1950). Both are in a reversal of the gentle downward 
trend that carried through 1949. Both curves are 
close to year-ago levels, but well below the 1948 high. 

Compared with 1939, retail food prices were still 
more than twice as high, while the wholesale level was 
well over double the 1939 index. 

Retail food costs advanced 1.8% over the month, 
but were still 1.7% below a year ago. This increase is 
attributed to the sharp rise in meats. Increased 
prices in primary markets and decreased supplies 
could keep prices of meat moving upward until fall. 
Fresh fruits and vegetables also contributed to the in- 
crease in the food index. Decreases in dairy products 
and coffee were largely responsible for partly off- 
setting this increase. Housing was the only other 
component in the budgets of moderate-income families 
to show an increase (0.2%). 

Clothing and. housefurnishings each recorded a 
slight decrease (0.1%), with no appreciable change 
in any specific item. The increase in carpet prices 
has not been large enough thus far to counteract the 
decreases in sheets and refrigerators. 

Purchasing value of the January, 1939, dollar fell 
to 62.1 cents in May, a decline of 0.4 cent from the 
April figure. This is still 0.3 cent higher than its value 
a year ago. 

Suirtey Fass 
Statistical Division 


Business Book Shelf 


Economic Survey of Latin America, 1948—An analy- 
sis of salient economic characteristics and problems of 
the region. Includes a liberal amount of the pertinent 
statistical material which should prove handy for reference. 
By the Secretariat of the Economic Commission for Latin 
America, Department of Economic Affairs, United Nations, 
Lake Success, New York, 1949, $2. 


Economics of Transportation—Analyzes economic aspects 
of transportation. Discusses recent legislation and court 
and commission decisions affecting transport carriers. 
Describes the evolution of regulatory policy relating to 
each mode of transport. By D. Philip Locklin, Richard D. 
Irwin, Inc., Chicago, 1949. Price, $6. 


The National Debt in War and Transition—The back- 
ground of the policy decisions of the Treasury and the 
Federal Reserve in the field of public debt management 
in war and early postwar years, as seen by an insider. 
By Henry C. Murphy, McGraw Hill Book Company, 
New York, 1950. 


Steel across the Country 


““Nonmanufacturing’” regions have become large users of finished steel... . 


TEEL consumption in the past decade has spread 
more widely over the nation than ever before. 
Steel production has also fanned out over the country, 
but not to the same extent as have shipments to con- 
sumers. 

So the over-all gap between use and output, region- 
ally, has widened since prewar days. A larger share 
of the nation’s steel output now is shipped from areas 
with surplus capacity into regions with insufficient 
output. 

Rapid as has been the decentralization of steelmak- 
ing of late, the dispersion of steel use has proceeded 
even faster. 

These facts shed light on a host of problems con- 
fronting both steel producers and consumers. They 
have much to do with regional shortages of steel 
that have begun to crop up under the current pres- 
sure of record-breaking output and demand. These 
facts also hold clues to steel markets—and which steel 
producers are apt to resist most strongly any down- 
turn in steel demand. 

And they bear on still wider questions, too. How 
will the movement of more steel capacity to tide- 
water sites—as of the United States Steel mill con- 
templated for Morrisville, Pennsylvania—affect com- 
petition among producers? And will it mean lowered 
costs of finished steel for near-by consumers? Also, 
and perhaps most important, President Truman’s re- 
cent veto of the freight absorption bill has placed 
special emphasis on the whole problem of the location 
of steel-producing facilities. 


GETTING AT THE FACTS 


An article in a forthcoming issue of The Business 
Record will deal with some of these questions. But 
the answers partly spring from the detailed facts 
about steel markets by specific regions and individual 
products. They cannot be arrived at solely by study- 
ing the summary shifts in over-all use versus output. 
Some of these regional facts, presented in this issue, 
come from a new study just completed by Tur Con- 
FERENCE Boarp. This study, comparing the picture 
for 1947-1948 with that for 1937, is based on new 
data as well as on a variety of fragmentary materials 
that were previously available (see box on page 323). 

Steel use in the western parts of the United States 
has grown by leaps and bounds. It has doubled in the 
Mountain region. On the West Coast and in the 
Southwestern and North-central regions, it has risen 
even more. The New England and Southeastern 


production also marches south and west 


states also show sizable gains. The upshot of the 
matter is that the great steel-using area of the mid- 
west is consuming a smaller share of the nation’s out- 
put than at any time since World War I. In 1937, 
61% of domestic shipments went to the five big con- 
suming states of Pennsylvania, Ohio, Indiana, Illi- 
nois and Michigan. But only 51% of all shipments 
were channeled to these states in 1947-1948. 

Actual shipments to these states increased by Just 
over 40% between 1937 and 1947-1948. For the 
country as a whole, shipments? of finished steel (less 
exports) rose 70%—from 36 million tons to 60 million 
tons. Current shipments are even higher. 


WEST COAST INCREASING USE 


The big gainers have been: (1) the West Coast— 
up from 5.6% in 1937 to 7.6% in 1947-1948; (2) the 
Southeast—up from 3.7% to 4.5%; (3) the Southwest 
—up from 5.2% to 7.3%; (4) the North-central and 
Mountain regions—up from 5.5% to 7.6%; (5) New 
England—up from 3.1% to 4.4%. Altogether, these 
areas, which accounted for 23.1% of 1937 shipments, 
received 31.4% of all steel shipped in 1947-1948. Their 
actual tonnage consumption of steel rose 131%. 

Of the individual states, California increased its 
share of the nation’s steel market the most—gaining 
1.9 percentage points to account for 6.5% of the total. 

Pennsylvania was the biggest loser—5.4 points.? 
In 1948, shipments to Pennsylvania comprised only a 
tenth of total shipments. Thirty years ago, this state 
was the largest steel consumer in the country, absorb- 
ing nearly a fifth of the nation’s output going to do- 
mestic consumers. 

Michigan—the largest consumer nowadays—fell 
about 3.7 points between 1937 and 1947-1948, to regis- 
ter only an eighth of domestic shipments in these two 
postwar years. However, higher automobile output 
no doubt increased Michigan’s share in 1949 and in 
the current year. 

Shifts in the geographic pattern of finished steel 
production since prewar years are in most cases simi- 


1Throughout this discussion the prewar base year will be 1937. 
A two- or three-year average would have been preferable, but data 
are lacking. 

"Domestic shipments will differ from domestic consumption. 
First, inventories may be replenished from shipments, or consump- 
tion increased by drawing down inventories. Secondly, steel users 
also obtain some steel from abroad, but the amount is very small 
relative to total use. 

3Pennsylvania was using nearly a sixth more steel in 1947-48 than 
in 1937. As total steel use nearly doubled, however, the percentage 
consumed in Pennsylvania declined. 
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lar in direction to shifts in consumption. The ex- 
tent of the changes, however, is generally smaller for 
output than for use. (See chart.) Pennsylvania, 
which experienced the greatest relative decline as 
a consumer of steel, also lost most in its share as 
a producer. The state accounted for 33% of hot-rolled 
steel capacity in 1937, but only 28% in 1947. 

Michigan has suffered a reduction in its share of 
total capacity. However, this state’s decline in use 
was centered in light flat-rolled products, while its 
loss as a steelmaker was owing to the retirement of 
heavy sheared-plate capacity. 

Ohio exhibited a small decline in its relative 
position as a consumer, and showed a small increase 
in its share of output. Illinois and Indiana, states 
whose share of consumption remained unchanged, 
made modest gains as steelmakers. (About 85% of 
the capacity of these two states is located in the Chi- 
cago-Gary area.) 


MIDWEST EXPORTING MORE 


The producing areas of Sparrows Point, Mary- 
land, and Birmingham, Alabama, also expanded their 
shares of output. Relatively, the sharpest rises oc- 
curred in the Pacific and Mountain states. In 1947, 
these states had 5.7% of total hot-rolled capacity, as 
compared with only 2.4% in 1937. 

These changes in regional output? and use add up to 
the fact that a larger share of total output is being 


1Throughout this article, shares of capacity are used to measure 
shares of output. 
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shipped from exporting to importing regions now than 
before the war.! This is true of most—but not all—of 
the key exporting areas. In a few, the gap between 
share of output and use has narrowed—although 
more actual tonnage is being shipped now than pre- 
war because so much more steel is being made and 
used now than then. Similarly, changes among im- 
porting areas follow a general pattern of increased 
imports, with some differences from one region to an- 
other. 

Such areas as [Illinois-Indiana (Chicago-Gary), 
Maryland-Delaware-Virginia (Sparrows Point), and 
Ohio export relatively more steel than before. Their 
share of total capacity has increased, but their share 
of consumption has changed little. Pennsylvania 
exports relatively the same amount of steel as before. 
But the western Pennsylvania-northern West Virginia 
region (a heavy surplus-producing area) now exports 
less than before. Its share of consumption has declined 
since prewar years—but not so much as its share of 
production. 


‘Relative exports (or imports) are figured as follows: Each region’s 
share of output is compared with its share of consumption. Where 
a region’s share of output exceeds its share of use, the region is con- 
sidered an exporter. Where a region’s share of use tops its share of 
output, it is an importer. This definition makes “exports” and 
“§mports” net of cross shipments: when region A ships some steel 
product to region B, and vice versa, the smaller tonnage is, in effect, 
subtracted from the larger, and only a net export appears. Gross 
exports, among all products, therefore, will exceed net exports for 
total steel as a whole, because of differences in regional specialties. 
(See below.) Changes in relative exports (or imports) will occur 
according to how the nation is divided. The increase in total 
relative exports over prewar totals does not appear to be the result 
of the particular divisions used in this article. 


Thirty Years of Steel Consumption and Output 


USE OUTPUT 
PER CENT OF TOTAL 
100.0 100.0 100.0 100.0 100.0 100.0 


1919-21 1937 1947-48 


1919-21 1937 1947-48 


- 8oomesTic OUTPUT ONLY 
Sources: Tae Conrerence Boarp; American Iron and Steel Institute. 
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The eastern Pennsylvania-New York-New Jersey 
region, which normally uses more steel than it pro- 
duces, has been able to close this gap somewhat. It 
has been done by a relative lowering of consumption 
rather than by increasing output. 

The North Central, Southwestern and New England 
states all import relatively more steel now than they 
did before the war. They all use more steel now. The 
rise in use in the Southeast was about equal to the 
increase in output (see table). As a result, this region, 
considered as a whole, still produces about the same 
steel tonnage as it uses.? 

The large increases in capacity on the Pacific Coast 
since prewar years have also kept pace with increased 
demand. The region still imports about the same 
amount of steel from the outside—4.5% of the na- 
tion’s output in 1947-1948 versus 4.4% in 1937. In 
another sense, the Pacific Coast area may be consid- 
ered to be more self-sufficient in that it now can pro- 
duce about two fifths as much as it consumes, as 
compared with less than a fourth in 1937 


ALL SORTS AND SIZES 


But steel is not a homogeneous commodity. So 
you cannot always tell from the totals how well a 

1This does not mean that no steel is either imported into this 
region or exported. (See footnote on page 317.) 


*The region, of course, gets less than two fifths of its stee] needs 
rom its own plants, since some is exported to states nearby. 


region supplies its own steel needs. A shipbuilder. 
for example, cannot use a boiler tube in place of a 
plate. In most cases he can’t use just any plate; he 
must have one of fixed specifications as to width, thick- 
ness, type of steel, etc. Few steel mills have the facili- 
ties to produce all the specialized forms and shapes of 
steel required by consumers in their immediate area. 
Consumers in an area will get some of the steel they 
need from distant mills, even when neighboring mills 
can supply part or all of a specific type of steel. There 
are several reasons for this. The steel user may wish 
to buy all his steel from one company, either for 
convenience or because of old-established relation- 
ships. Also the customer may feel that a supply of a 
certain steel product may not always be certain from 
a nearby mill. 

The problem of regional boundaries also makes it 
difficult to gauge the extent to which a region supplies 
its own steel needs. The traditional state and Census 
geographic divisions often differ considerably from 
what are considered steel markets. For example, most 
of Pennsylvania’s finishing capacity is located in the 
Pittsburgh area. But the Philadelphia area, which 
accounts for a significant part of the state’s steel 
use, gets a large part of its light steel from Bethle- 
hem’s Maryland plant at Sparrows Point. Indiana 
has most of its sheet-producing capacity in the ex- 
treme northwestern part of the state at Gary and 
Indiana Harbor, but southern Indiana gets most of 


A market territory for a producing center of a specific 
steel product includes all localities to which it can ship 
the product at a cost (including transportation) lower 
than any other producer. Thus if the mill price on, say, 
a heavy shape of given specifications were the same for 
all producers, the market territories of each producer 
would be determined by freight rates, where railroad 
transportation was used, and barge or truck rates, when 
these media were used. 


Under f.o.b. mill pricing, steel shipments beyond mar- 
ket territories mostly occur when the producers of a ter- 
ritory cannot supply enough steel for the consumers in 
the area. Under basing-point pricing some cross hauling 
will also exist. Producers will ship into each other’s terri- 
tories by absorbing the extra freight cost, in order to get 
extra sales. But if producers wish to maximize their 
profits, they will tend to absorb as little freight as is 
necessary to maintain a reasonably high level of sales. 
So, natural market territories are important, no matter 
who pays the freight bill. 


The concept of surplus and deficit producing areas is 
closely related to that of natural market territories. A 
surplus producing area for a homogeneous steel product 
is a natural market territory whose production is in 
excess of consumption, and a deficit area is one in which 
the consumption exceeds production. Often surplus and 
deficit areas are defined somewhat differently. Producing 


areas are first defined as some arbitrary region, perhaps 
including portions of several states, served by a mill or 
group of mills making a specific type of steel. Surplus 
and deficits are calculated as before. 


These concepts are somewhat unsatisfactory. First, it 
is difficult to define homogeneous steel products. To 
some steel consumers, cold-rolled and hot-rolled sheets 
are interchangeable as far as a certain operation is con- 
cerned. To others, a hot-rolled sheet cannot be used in 
place of a cold-rolled sheet. To the first consumer, the 
relevant homogeneous unit is the sheet; to the second the 
unit is either the cold-rolled sheet, or the hot-rolled sheet. 
Since the extent to which steel users can interchange 
steel products differs greatly from consumer to consumer, 
no homogeneous units can be found for the whole market. 


Any boundaries for a natural market territory as a 
basis for surpluses and deficits are deficient in that the 
territories change with every change in mill prices and 
freight rates. Accordingly, historical comparisons are 
difficult to make, even though the same geographic boun- 
daries are used for two different dates. Surpluses and 
deficits depend too much on how the vicinity is chosen. 


In fact, if the dividing line is made very close to the 
mill itself, the surplus can be made as close to the actual 
production of the mill as desired, or, on the other hand, 
it can be pushed so far away that the surplus can be 
made practically to disappear. 


THE CONFERENCE BOARD 
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its sheet from Middletown, Ohio. In short, the natu- 
ral market divisions which govern steel shipments— 
under f.o.b. mill or basing-point pricing—disregard 
state lines. 

Thus in order to get a better idea of the location of 
consumers relative to producers, data would be needed 
on the production and consumption of all the differ- 
ent steel forms and shapes in natural market areas. 
Unfortunately, the existing data allow us to classify 
finished steel only by certain major product group- 
ings—sheet and strip, bars, tin and terneplate, pipe 
and tubes, heavy structural shapes, and plates. Mar- 
ket divisions can be only very roughly approximated. 
Even so, these breakdowns afford a better glimpse 
of the workings of the steel market than do the data 
on over-all steel shipments. 

An examination of the changing geographic pattern 
in the shipments of individual products suggests that 
most of the shift in over-all steel use to the West 
and South actually took place only among the heavy 
steels largely used for construction and producers’ 
goods (2.e., plates and shapes). 

The regional shifts in light steel use? have been 
much less marked. Of course, metalworking indus- 
tries that consume light steel have decentralized 
into the South and West since prewar days. There 
are new automobile assembly and parts plants on the 
West Coast and in the South, new machinery makers 
in the Southwest, and so on. - However dramatic and 
fundamental such changes have been to regional 


- economies, they do not add up to as pronounced a 


shift in regional steel use as that in heavy steel. The 
Kast has gained a larger share of light flat-rolled steel 
while the Midwest has lost part of its prewar share. 
(See chart on page 317, and the table on page 322.) 


CHANGING REGIONAL MARKETS 


Use of heavy steel for construction is up sharply 
in the Far West. This region has had the nation’s 
largest gains in population and industry since pre- 
war years and so has had the biggest postwar building 
boom. The coast’s share of the sheet and strip mar- 
ket increased somewhat since before the war, as 
metalworking lines expanded. But its share of tin- 
plate consumption did not show any pronounced rise 
and may have even declined.? 

1These products accounted for 81% of total shipments in 1948. 


The remaining 19% were semifinished steel, rails, wire, and certain 
minor products. 


Light steel in this study refers to sheet, strip, and tin plate only. 


3According to TNEC data, California, Oregon and Washington to- 
gether received 19% of total domestic shipments of tinplate in 1937. 
And, according to Iron Age, their postwar share was only 14% 
(see table). However, Census figures on employment in the tin-can 
industry—the consumer of 90% of tin plate—show that the percent- 
age of this industry’s production workers in the Far West increased 
somewhat between 1937 and 1947. This would seem to indicate that 
a larger rather than smaller share of tin and terneplate was being 
consumed in the Pacific states than before the war. Some of the differ- 
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Changes in producing facilities since before the war 
have followed changes in consumption in the Far 
West. Output of heavy steel has risen, while that of 
light flat-rolled products has remained small. How- 
ever, this region still consumes more than it produces 
for all major product groups, with the exception of 
bars. 

The Mountain states also show a rise in heavy 
steel use. This region’s share of structural steel use 
almost doubled between 1937 and 1947-1948, reflect- 
ing the boom in nonresidential construction. Like the 
West Coast, the Mountain region showed little 
change in use of light flat-rolled products. How- 
ever, its share of pipe and tubes rose from 3.5% 
of total shipments in 1937 to 5.8% in 1947, owing 
principally to increased seamless-pipe shipments to 
meet the large increase in oil and gas drilling and 
pipe-line construction. 

Heavy steel output in the mountain states was 
given a big boost by the large wartime addition of 
shape- and plate-rolling capacity at Geneva, Utah. 
Shape and plate output at this United States Steel 
subsidiary is far in excess of the needs of the neigh- 
boring states. So a large slice of Geneva Steel output 
is shipped to West Coast fabricators. 

The large increase in steel rail-rolling capacity at 
Colorado Fuel and Iron’s Pueblo works means that 
the West can supply a larger part of the needs of its 
expansive rail network. Pueblo’s share of total heavy 
rail capacity rose from 11.3% in 1937 to 17.6% in 
1947. However, rail use in the Mountain and Pacific 
Coast states may still be a bit in excess of Pueblo’s 
output. 

The Southwest also owes its gains in the postwar 
steel market to larger use of heavy steel. The espe- 
cially large rise in plate consumption in this region is 
apparently connected with increased use of plate in 
oil and gas construction, especially oil storage tanks. 
In the Southwest, the most important steel is pipe 
and tubes. Now, as before the war, this area receives 
a fourth of pipe and tubes shipments. Finishing ca- 
pacity in the region has grown somewhat, but it still 
remains small. 

The North-central states appear to have had moder- 
ate increases in shares of consumption of all major 
steel products—except for pipe and tubing. This re- 
gion’s small rolling capacity has declined since 1937, 
mainly because of Armco’s dropping of shape capacity 
at St. Louis. 

Increased shares of heavy steel use is the story of 
industrial growth in the Southeast. The region has 
made especially large gains in steel rail use since be- 
fore the war. The area’s share rose from a tenth in 
1937 to a sixth in 1947. Shares of light steel use are 
ence is explained by the inclusion of black plate shipments with 


tin plate in the Iron Age data. The West Coast consumes a smaller 
share of black plate than of tinplate. : 
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down somewhat. Rolling capacity is also up for most 
products (see table). The notable increase in tin plate 
and terneplate capacity can be traced to additions to 
the Tennessee Coal, Iron and Railroad Company’s 
(United States Steel) works at Fairfield, Alabama. 

New England steel users, who have been clamoring 
for an integrated steel mill, are consuming a larger 
share of the nation’s output than they did before the 
war. Their share of steel use is up in most products— 


both heavy and light. Rolling capacity is small here. 


AS TO DATA— 


Until now the only data on regional steel consump- 
tion for the postwar years have been fragmentary. 
There are, of course, the files of some of the larger 
steel firms. But they are confidential, and a single 
firm’s data may not show over-all trends. There is 
also the Price-Waterhouse compilation, for a Senate 
Committee in December, 1948, of data from four- 
teen large steel companies on the geographic distri- 
bution, in 1940 and 1947, of certain of their steel 
products: hot- and cold-rolled sheet and strip, hot- 
rolled and cold-finished bars, and pipe and _ tubes. 
But important steel products such as_ structural 
shapes, plates, rails, coated sheets, reinforcing bars, 
tin and terneplate, and wire were excluded. Shipments 
of these latter-named products tend to be more widely 
dispersed than the others. 

On consumer data, there are the Iron Age state 
estimates of consumption of all finished steel prod- 
ucts by metalworking establishments in 1948, based 
on a questionnaire to a wide sample of users. 
More recently published was a Bureau of the Census 
compilation of consumption of steel shapes and forms 
by all manufacturing firms in 1947. The Iron Age 
and Census data cover only steel consumption in 
manufacturing. Not included is steel used in site con- 
struction, oil drilling, and line-pipe laying, mining, 
rail laying, other rail uses, and agriculture. Regional 
shipments for these uses show a pattern markedly 
different from that for manufacturing. 

All data tell something about markets—but do 
not afford an over-all picture, and some seem to 
contradict others. Hence Tae ConrereNce Boarp 
has developed a new set of data on regional steel 
shipments. In addition to data from the afore- 
mentioned studies, numerous estimates from many 
sources were derived. The problem of estimation 
was made difficult by the apparent large differences 
in some of the product and region data shown 
by Iron Age and the Bureau of the Census. Thus 
the final estimates should not be considered accurate 
to the last decimal point, but sufficiently accurate to 
sketch major trends. A summary of the procedures 
used in making the estimates of regional steel ship- 
ments is available upon request to THe CONFERENCE 
Boarp. Data on steel production capacity are assem- 
bled from basic materials by the American Iron and 
Steel Institute. 
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In general, the relative gains in steel use and out- 
put by the West, South, and New England have been 
at the expense of the giant industrial states of the Mid- 
west. The chart on pages 318-319 shows that the hold 
of the Midwest on the heavy steel market has signifi- 
cantly lessened since before the war. The share of the 
largest heavy steel user—Pennsylvania—has declined 
most since 1937. Over 30% of plate production was 
shipped to Pennsylvania, but only 17% in 1947- 
1948.1 Shape use amounted to 22% of the total in 
1937, but only 15% in the postwar years. Most of the 
other midwestern states show declines in shares of 
both shapes and plates. 

Heavy steel capacity is concentrated in the Mid- 
west. Pennsylvania and the Chicago-Gary area 
accounted for about three fourths of structural 
shape capacity, three fifths of plate capacity and over 
half of rail capacity in 1947. A decade before, these 
areas made even relatively more of all heavy steel. 

In the light steels, the story is somewhat dif- 
ferent. For sheet and strip, Pennsylvania, Indiana, 
West Virginia, Illinois, Wisconsin and Kentucky all 
use relatively more than they did before the war. 
Shares of use have also gone up moderately in the 
West and Southwest. However, the two largest sheet- — 
and strip-using states—Michigan and Ohio—received 
a smaller percentage of total shipments in 1947-1948. 
The decline in Michigan was especially severe—from 
a third of total use in 1937, to only a fourth. This 
sharp decline seems to reflect the growth of the auto- 
mobile industry outside of the Detroit area. In 1939 
64% of all automobile production workers were em- 
ployed in Michigan, but by 1947 only 54% worked 
there. The percentage of sheet and strip production 
going to the automobile industry in 1937 was not sig- 
nificantly different from the percentage in 1947-1948. 
However, the current high rate of automobile output 
has increased the share of sheet and strip going to 
that industry—and presumably also to Michigan. 

Tin plate use grew faster than the total in all 
midwestern states, except Indiana and Wisconsin. 
Shares of sheet and strip capacity increased slightly 
in the west Midwest, but declined in the east Mid- 
west. Tin plate producing capacity in Ohio and Penn- 
sylvania declined 8% since before the war. So these 
two major producers hold a much smaller share now 
than then—32% vs. 50%. Chicago-Gary producers 
increased their capacity in both absolute and relative 
terms, but not enough to prevent an over-all decline 
for the whole Midwest. 


INTERWAR CHANGES 


Data are too scanty to say very much about 
changes in the regional composition of shipments 
here prior to 1937. The only over-all shipments data 


1Actual tonnage use, however, rose somewhat. 
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by states for an earlier period is the regional compila- 
tion for 1919 to 1921.1 The Chart on page 317 shows 
the rapid growth in use between wars in the west Mid- 
west. This rise accompanied the ascendence of the 
automobile industry to the rank of a major steel user. 
Most other regions also increased their steel consump- 
tion—especially California, but they lagged far be- 
hind the phenomenal growth of Michigan. As a re- 
sult, the west Midwest gained in its share of total 
steel use at the expense of the other major regions 
between 1919-1921 and 1937. 

It would seem to be a good guess that the peak 
concentration of steel use in the Midwest occurred 
sometime between the two wars. At the time that 
Midwest industry was growing to moderate size in the 
late 1800’s, a fourth and more of finished steel output 
was being used to lay the far-flung rail networks of 
the nation. As the proportion of steel going to rails 
declined, the share of steel for the South and West 
may well have declined, too. And as the steel going 
to automobile uses rose, the Midwest took an increas- 
ing share of total steel output. In the last decade, 


1These data were compiled by the Federal Trade Commission and 
released to the Bureau of Business Research for publication in 
“The Economics of the Iron and Steel Industry,” vol. 1, by 
Daugherty, De Chazeau and Stratton. 


the decentralizing of the automobile industry and the 
growth of industry in the South and West have ap- 
parently reversed this trend (at least temporarily) . 

Output grew at a faster rate than use in the South, 
West and East’ in the interwar years. The increase 
in output in the west-midwest was nearly as large as 
that in use. Only the large producing areas of the 
east Midwest failed to show any pronounced increase. 
Hence the gap between use and output narrowed be- 
tween 1919-1921 and 1937. It was likely narrowing 
even before that. Thus the increase in the gap which 
has occurred since 1937 may have been the first major 
interruption in a trend prevailing for more than half 
a century. To what extent the trend has been re- 
sumed—through a wider decentralization of newly 
planned facilities, will be examined in a later issue. 

These aggregate figures, however, obscure impor- 
tant changes in the use-output relationships for indi- 
vidual products. For one thing, rail steel has declined 
as a factor in the total. Data on shipments of tin 
plate and pipe and tubes indicate changes quite dif- 
ferent from the aggregate for at least these two 
product groupings. 

ALAN GREENSPAN 
Division of Business Economics 


Earnings, Hours, Employment and Pay Rolls of Production Workers 


All Manufacturing Industries 


Date Average 5 Ur ds 
we 


Weekly Week 
Earnings Hours 


November........ 
December........ 


1950 January.......... 


1Revised series. pPreliminary estimate. 


NOTHER rise in hourly earnings brought the 
average in manufacturing to $1.441 in May. This 
was the highest point so far recorded in the Bureau of 
Labor Statistics series, which is available only from 
1939 for the all-manufacturing group. The wartime 
peak of $1.046 reached in January, 1945, included a 
considerable amount of overtime payments, since work- 
ing hours in the same month averaged 45.4 a week. 
The increase in earnings in the interim amounted to 
37.8%, while hours simultaneously were off 12.1%. 
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Source: Bureau of Labor Statistics 


Reflecting increases in both hourly pay and working 
hours, weekly earnings moved to a new peak of $57.50. 
New highs were recorded in both the durable and non- 
durable aggregates. ; 

The number of production workers rose in May for 
the fourth consecutive month. The latest total was 
11,755,000 in all manufacturing—163,000 more than 
in April and 431,000 higher than a year ago. This up- 
swing was greater than any total since September, 1949, 
when employment averaged 11,775,000.—E. M. C. 
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Selected Business Indicators 
(Annual statistics appear in “The Economic Almanac 1950,” pages 38, 39) 


Item Unit 
industrial Production 
otal (FRB), (S).. 0. s' ie dies wees 1935-39 = 100 
Manvfacturing (FRB) (S)........ 1935-39 = 100 
Scare goods (FRB) (S)....... 1935-39 = 100 
bees kl cits eiel el ecle'e es 000 net tons 
Pig i ua Ets Seas cr neiolelg nie Gays 000 net tons 
Copper (refined).............. net tons 
Lead (refined)...............-- net tons 
Aine (Sab) sneer eee es net tons 
Glass containers.............. 000 gross 
Mlimberis shoo std becentds ...-.l| million bd. ft. 
Machine tools!............... 1945-47 = 100 
Machinery (FRB)............ 1935-39 = 100 
Transportation equip. (FRB). .|| 1935-39 = 100 
Automobiles, factory sales..... units 
Nondurable goods (FRB) (S)....|| 1935-39 =100 
Wotton te. cei sao eis os Sees bales 
\AIGY WES nS Be WR 7h a million pounds 
Rayon/yarnt.. J). cede. ese million pounds 


Food pred ee. (FRB) (S).. 
Chemicals (FRB) (S) eect! 


1935-39 = 100 
1935-39 = 100 


Newsprint, North American. ..|} short tons 
IPADER EH 027, clei cie-s aide Nels sc acskavels | % of capacity 
PADELDOALTC esi sies\s ois os one os % of capacity 


Boots and shoes.............. 


thous. of pairs 
Cigarettes (small)?............ ; 


millions 


- Mining (FRB) (S)............... 1935-39 = 100 
Bituminous coal.............. 000 net tons 
IANCHTACILEs orci isles. fe cle cries el 000 net tons 
Crude petroleum®............. 000 barrels 

Electric powert. ...........0000005 million kwh 

onstruction’. wwe. odss sees rete: 000 dollars 

Heavy engineering—Public®........ 000 dollars 

Heavy engineering—Private’....... 000 dollars 
Jistribution and Trade 

Carloadings, total‘*............... thousand cars 


Carloadings, miscellaneous**........ 
Retail wade (NIGH )M(S) 220 cee 
Department store sales (S)......... 
Variety store sales (S)............. 
Rural retail trade (S).............. 
Grocery chain store sales (S)’....... 
Magazine advertising linage........ 


thousand cars 
1935-39 = 100 
1935-39 = 100 
1935-39 = 100 
1929-31 =100 
1935-39 =100 
thous. of lines 


Jommodity Prices 


All commodities (BLS)............ 1926 = 100 
Raw materials.................. 1926 =100 
Semi-manufactured articles....... 1926 =100 
Manufactured products.......... 1926 =100 
army Products! 2 400i. /.005 Soe ot Sissel: 1926 =100 
OOUS INEM aici ree cistts oe awiee s 1926 =100 


Sensitive industrial (NICB)‘........ 
Sensitive farm (NICB)4............ 
Retail prices..............0ce00 ne 


1929 =100 
1929 =100 
1935-39 = 100 


securities 
Total stock prices (Standard & Poor’s)|| 1985-39 = 100 
uatrisis ys 3. tess aisle. wha duialers ae 1935-39 = 100 
RRUOAAS Wy, Clare eisias fia /aidie ardidisin' ais 1935-89 = 100 
RITES Iie ck cys: Ves e eicae 4 Cyecetencc alao's 1935-39 = 100 


thousands 
per cent 


Total no. shares traded N.Y. Stock Ex. 
Corporate bond yields (Moody’s). . 


‘imancial Indicators 

Bank debits, outside New York Cit: 

New capital corporate issues........ 
unding issues..............006- 000 dollars 

Comm.., industrial and agric. loans‘.|| million dollars 

Total personal i income (S)*......... billion dollars 

Money in circulation, end of month.|| million dollars 


million dollars 
000 dollars 


SAdjusted for season variation 1Shipments *Consumption; cigarette consumption measaret by tanned 5 withdrawal 
centers 


May 
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58,818 
427,258 
244,860 

13,376 

213.3 

27,090 


1950 


April 


r 190 
Tr 199 
Tr 222 
8,213 
5,577 
103,293 
48,196 
75,877 
8,420 
3,227 
rT 61.6 
951 
T1225 
455,193 
Tr 180 
711,511 
48.5 
r 70.2 
T 164 
r 252 
505,338 
100.9 
92 
86,579 
r 25,829 
T 140 
r 44,792 
3,355 
4,968 
5,878 
1,350,496 
83,796 
137,920 


718.9 
358.2 
327.7 
292 

222 .0 
319.5 
379.0 
4,482 


152.9 
162.5 
143.9 
149.4 
159.3 
155.3 
140.9 
169.5 
184.1 


141.8 
150.0 
109.5 
111.0 
60,680 
2.84 


r 54,639 
346,625 
88,856 
13,624 
213.8 

r 27,048 


ineoring News cen ehh 8 weekly 7Grocery and combination chain store sales 
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il, 1950 cPercentage change, April, 1949, to April, 1950 
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49,104 
77,946 
8,204 
8,091 
75.8 
248 
mt 
r 469,618 
18: 
898,228 
57.3 
81.0 
166 
Q47 
582,206 
102.6 


1,300,201 
74,008 
124,683 


696.4 
337.9 
r $20.3 
Q74 
222.3 
r $15.5 
377.0 
4,270 


2 


152.7 
162.8 
144.1 
148.9 
159.4 
155.5 
139.7 
170.0 
183.8 


138.8 
146.5 
108.5 
109.6 
50,546 
2.84 


r 60,903 
366,302 
168,441 
13,831 

r 219.8 
27,042 


r 209 


68,558 
102,996 


569.2 
324.6 
318.3 
280 

226.4 
315.9 
368.3 
3,868 


152.7 
162.4 
144.3 
149.1 
159.1 
156.7 
140.3 
169.8 
183.3 


136.7 
144.4 
107.2 
107.4 
43,282 
2.83 


50,546 
148,580 
20,488 
18,891 

r 215.4 
27,068 


nual rate 


1949 


Percentage Change 


May 
174 +1.6 9 +1.7 
179 +1.5 8 +3.1 
201 +2.7 A 0.9 
7,599 +4.1 6 -1.3 
5,517 +5.0 va -8.3 
98,139 +8.8 5 +18.2 
51,206 +1.6 3 -2.9 
17,537 +5.0 aT -0.9 
7,663 +11.4 A +15.2 
2,731 +10.8 9 +19.7 
72.8 +33.8 “2 9.4 
232 +2.0 a -3.0 
220 +10.2 an -3.5 
394,703 +26 .4 8 +26.0 
161 +0.6 4 +7.3 
580,476 +2.4 6 +18.6 
35 .7a -15.46 9 +20.8d 
52.1 +8.38 9 +29.4 
163 0.0 6 +0.9 
234 +1.2 0 +2.1 
522,717 +8.8 2 +0.0 
Bein +0.9 wl +13.7 
78 cf Wet | Nes +11.0 
37,6264 -21.3b 8 +2.9d 
30,691 +25 .2 4 +1.9 
145 42.1 A —7.2 
47,795 +0.8 5) -16.9 
4,403 +26.9 a) +4.9 
5,012a +1.86 9 -6.0d 
5,246 -0.6 A +7.6 
880,344 0.2 1 +56.4 
86,938 +80.7 .0 +21.4 
63,490 -10.6 al +69 .4 
770.0 +3.3 —7.4 
335 .3 —1.2 -1.4 
$22 .2a +2.3 —-0.1d 
291 —O.7 -1.7 
226.0 +0.5 -1.2 
336 . 0a +1.3 —4.1d 
368.7 0.0 +1.6 
3,806 -14.0 0.3 
155.7 +2.0 -3.0 
165.9 +2.3 —2.4 
149 .4 +1.2 -7.3 
151.5 +1.9 27 
171.5 +3.4 -6.7 
163.8 +3.0 —4.2 
130.1 +4.0 +0.7 
168.5 +5.6 +0.4 
188.3 +0.9 -2.8 
i foie +3.6 +18.0 
123.5 +4.1 +19.0 
95.8 +0.2 +9.5 
95.3 +1.6 +15.0 
24,006 7.5 +112.4 
3.00 +0.7 -5.5 
51,995 +7.6 +5.0 
296,429 +23 .3 -11.4 
34,050 +175 .6 +656.7 
13,815 -1.8 —7.2 
207.6 0.2 +2.1 
27,507 +0.2 1.7 
Average daily ‘Average weekly ‘F. W. Dod 
change, March, 19. 
oar 28% : ates peaticn Preliminary 


What Executives Say 


Community Giving Most Important 


METAL MANUFACTURES 


Autos and Equipment 


Company A—Our donations policy is determined by the 

president of the corporation with the assistance of the vice 
president in each of our two divisions. The determination 
of the policy is not formally set forth but is flexible to the 
extent that adjustments may be made throughout any given 
period if circumstances warrant them. The size of a gift 
does, of course, depend upon the nature of the use for 
which it is intended. Ordinarily, the gift would not exceed 
$500, with the average running closer to $100.. Many gifts 
of less than $100 are considered as standard gifts that are 
made annually without reference to policy as such. . 
We do budget our corporation gifts in advance, based upon 
gifts made during the previous year. The budget is allo- 
cated to certain specific causes; however, the causes may 
include various fields, including educational, charitable, eco- 
nomic foundations, and other civic programs which include 
youth movements of various activities. We seldom exceed 
the budget more than 5% or 10%. . . . In some rare in- 
stances our gifts may exceed $1,000, and the president 
usually consults the board of directors about gifts of this 
nature. This is particularly true when the gift is made to 
an educational institution. : 


Company B—Our donations policy is determined by the 
board of directors. The president is charged with its ad- 
ministration. Procedure for determining the size of the 
gift includes—(1) careful study of the source of the re- 
quest, (2) need of the gift, (3) administration of finances 
of the organization, etc. These studies generally originate 
through the local manufacturers association, amplified by 
personal investigation on the part of individual corporations. 
When the budget of the organization requesting a con- 
tribution has been approved, and the corporations in town 
are convinced of its soundness, that part of the budget 
which should be properly supported by industry is then 
divided up among the manufacturing plants on the basis 
of employment. This does not mean that any corporation 
is compelled to give, but does mean that each corporation 
knows what the majority of the corporations feel is a proper 
gift. . . . We expect that the contributions for 1950 will 
exceed those for 1949, largely because we feel that we are 
in a better position to assume a larger proportion of the 
requests made upon us. We do not expect any major shifts 
in giving. Our main contribution is to the Community 
Chest, but as capital fund drives for approved agencies, 
hospitals, etc., are made, they are carefully screened and 
we usually participate, again on a pro rata basis depending 
upon the number of our employees. 


Company C—Our donations policy is established by the 
board of directors and the administration of gifts is done in 
the office where our public relations functions head up. 
Requests for contributions are directed to the home office, 
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analyzed as to type of organization, past practice, what 
other business groups are contributing, and amount. A 
recommendation is then made and presented to the board 
for approval. In our branch plants, the plant managers 
have final authority to approve minor gifts and a total 
amount for this purpose is appropriated by the board each 
year. Major contribution requests are always referred to 
the board. Although an actual donation budget is not pre- 
pared, a “guide list” is drawn up to help in the adminis- 
tration of donations. It is based on past experience and 
anticipated requests. 


Electrical Appliances and Supplies 


Company A—As a result of the Federal Government’s at- 
titude toward large corporations and the tendency to in- 
crease taxes, it is not surprising that corporations are now 
making greater contributions to educational and charitable 
institutions than they did in years gone by. . . . Our man- 
agement feels that, inasmuch as we have the largest single 
enterprise in this city, it has definite moral obligations to 
the community and is expected to make generous contri- 
butions and take a general interest in the over-all civic 
affairs of the city. 


Company B—When a request for a donation is received, 
the general procedure for handling is as follows: (1) a 
comparison is made with the amount donated the previous 
year; (2) a survey is made to see what companies of com- 
parable size are donating; (3) the general business outlook 
is reviewed; (4) the president determines the amount to 
be donated; (5) the donation is submitted to the board of 
directors at the following quarterly meeting. . . . Contri- 
butions for 1950 will exceed those for 1949 because in 1950 
we contributed to a hospital fund, in addition. 


Company C—Our donations are all brought before the 
board of directors. The board determines the amount to be 
given and to whom it shall be given. . . . Our contribu- 
tions for 1950 will probably be about the same as those 
for 1949. Each item is brought up and discussed thor- 
oughly so that any greater emphasis on one form of con- 
tribution one year may be reversed the next year when 
the need is considered. 


Electrical Machinery 


Company A—Our contributions for 1950 exceed those in 
1949. Greater expenditures in the last three years mostly 
have been for hospitals. However, we do feel that eventu- 
ally we will tend to give for certain fixed causes and soon 
eliminate the many new ventures that social workers are 
trying to put across. . . . We generally separate our gifts 
by the number of employees we have in different cities and 
the cost of the operation per employee. For instance hos- 
pital and social activities in smaller cities cost less than 
in larger cities and this is taken into consideration whenever 
a contribution is given. 
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Company B—The company recognizes its responsibility 
to the community and the people of the community in 
which its employees live. It will consider each request for 
a contribution on its merits—on the basis of its value to the 
community, the people of the community and to our em- 
ployees as members of the community and the current cir- 
cumstances in which the company finds itself. No contri- 
butions for political purposes. . The committee usually 
is asked for a specific amount after which it compares the 
amount with amounts formerly given or being currently 
given by comparable organizations. This amount is rec- 
ommended to the president who gives or withholds final 
approval. . . . Contributions for 1950 should not exceed 
those for 1949, because we gave a considerable amount for 
a hospital fund drive in 1949. 


Company C—The size of the gift depends upon well- 
known pressures and whether or not the commercial ele- 
ment enters into the program. Due regard is given to 
agents endeavoring to properly guide public opinion. . . 
We do not believe that the contributions for 1950 will 
exceed those for 1949. As requested, a major gift of 
$200,000 was given to a local university. Other universities 
have received as high as $50,000. . . . Generally speaking, 
we consider that our obligation is measured in terms of 
number of employees and sales volume. The amount of 
employees’ contributions, assessed valuation of property, 
etc., mentioned in your question, do not play such a great 
part with us. We have gotten away from the former policy 
of matching dollar for dollar with employee contributions. 

. . As we scan the numerous requests coming to us based 
upon the broad general theme of emphasizing American- 
ism, we believe that there is some merit to many of them. 
However, we endeavor to limit our gifts to a certain group 
for a time and then rotate from year to year. If other 
companies are doing likewise, we will probably cover 
the whole broad front without overdoing with some and 
passing up others entirely. 


Engines and Turbines 


Company A—The company policy on donations is de- 
termined by the executive committee which normally con- 
sists of the chairman of the board, the president, the 
treasurer and vice presidents. The president of the com- 
' pany is charged with administering the donation policy, 
and particularly for authorizing any minor deviations from 
the policy. It is the controller’s responsibility to see that 
the final program is actually carried out. The size of the 
gift is largely determined on the basis of previous years’ 
contributions, the extent to which personnel of the com- 
pany participate in the particular local activity, and finally, 
the degree to which it is a local activity as opposed to a na- 
tional activity. Our practice is to decentralize our giving 
for such items as Red Cross, Community Chest, etc., but 
to keep all other contributions on a centralized basis. . . . 
We do budget our corporate gifts in advance of the begin- 
ning of the fiscal year. This budget is arrived at by an an- 
alysis of prior years’ contributions and by careful consider- 
ation of the individual items, both as to purpose and amount. 
From the statement, it is obvious that the budget is allo- 
cated to specific causes, such as Red Cross, Community 
_ Chest, etc., in advance of approval by the executive com- 
mittee. There is a contingency fund, however, from which 


BUSINESS RECORD 


327 


the president can authorize disbursements of a less sub- 
stantial nature for those local activities which cannot be 
anticipated. We very definitely control our contributions 
for the year so that they do not exceed the budget allowed 
for them at the beginning of the year. . . . Our contribu- 
tions for the year 1950 will not exceed those of 1949 and, 
in fact, will show a very slight decrease. 


Foundries 


Company A—Our company’s donation policy is deter- 
mined by a group of three men; the president, the general 
manager, and the secretary-treasurer. The secretary-treas- 
urer administers all details. Our contributions are estab- 
lished by the home office, and each of our various branches 
is guided by its decisions. . . . We do not budget corporate 
gifts, although we do list and study our over-all contribu- 
tions in relation to our general sales and profit picture. . . 
We feel that our company has a definite responsibility to 
our community. 


Hardware 


Company A—lIt is our policy to donate no money to 
anything unless we believe that such contribution is defi- 
nitely for the financial interest of the stockholders of the 
company. . . . We make our largest contribution to the 
community fund, and contribute to the educational insti- 
tutions of the town where many of our employees have 
been educated or are now taking adult education courses. 
Perhaps it would be fair to say that where a good deal 
of influence has been used, some contributions are made 
which might be included under the above policy only by 
stretching it considerably. 


Company B—Our contributions do not vary materially 
from year to year, and an estimated amount is requested 
by the officers at the annual meeting. It is usually 
possible to estimate very closely what the requirements will 
be, since the chairman of the board and the president are 
closely associated with the manufacturers’ group and with 
the Community Chest. 


Heating and Plumbing 


Company A—The board of directors determines the com- 
pany’s donations policy. Each request received for a do- 
nation is presented to the board with the president’s rec- 
ommendations, and in the event of these requests emanat- 
ing from the management of our operating plants, with the 
recommendations of the management at those plants. . . . 
The board of directors has not felt that it can authorize 
contributions to causes other than hospitals, Community 
Chest, Red Cross, institutions of learning, etc., in localities 
other than those in which it maintains plants. It was the 
board’s view that it should not authorize contributions 
except in localities where plants are maintained and the 
employees and their families at those plants may be bene- 
fited. 


Company B—Our donations are handled by our execu- 
tive committee. We do not feel that the matter of dona- 
tions or contributions or memberships in various organiza- 
tions need be submitted to the board of directors. However, 
the board has the opportunity of reviewing all executive 
committee meetings at each meeting of the board of 
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directors so members of the board who are not members 
of the executive committee will have this information. As 
to the method of determining the size of a gift, it depends 
somewhat upon whether the gift or contribution is for local 
use or whether it may be for national use. . . . We do en- 
deavor to budget contributions of all kinds in advance just 
the same as we endeavor to budget all types of operating 
expense. We usually know the approximate amount that 
will be expected by the Community Chest, Red Cross, etc., 
and as to the contributions made to our Charitable Trust 
fund, these will vary from year to year, dependent upon 
the profits of our various companies and also somewhat 
upon the total amount of cash, government bonds, etc., 
that may be available for contribution purposes by the 
Charitable Trust fund. 


Industrial Machinery—General 


Company A—Basically we feel the stockholders do not 
give us the management of their money for the purpose of 
making contributions to philanthropic agencies, and there- 
fore such contributions should be kept to a minimum. On 
the other hand, there is no doubt that the public generally 
believes that a corporation should contribute to some ex- 
tent toward local charities. This being the case, we have 
tried to limit our contributions to community-wide organiza- 
tions, such as the local Red Cross, Community Chests, etc. 
. . . Contributions for 1950 will be less than for 1949 be- 
cause the number of employees in our major plants is less 
than it was in the year before. 


Company B—Our corporate gifts are budgeted in ad- 
vance. The budget is prepared by management for sub- 
mission to the board of directors. The budget is allocated 
to specific causes. . . The company considers that its 
responsibility to the communities in which it has factories 
is to contribute to the support of agencies or institutions 
which directly benefit its employees, excepting those of a 
religious or educational nature. In measuring this obliga- 
tion, factors used are (1) the benefits derived by employees, 
(2) the number of employees and (3) the company’s re- 
sponsibility. . . . Increased dependence of educational and 
welfare institutions upon direct government aid is certainly 
not desirable, but we doubt that a corporation with its 
stock widely held would be justified in embarking on a pro- 
gram of general support of such institutions. Unless the 
test of direct benefit to employees is applied, management 
inevitably exposes itself to a charge that it is giving the 
stockholders’ money away in transactions not related to 
the business. 

Company C—We do not budget our gifts in advance and, 
in an organization of our size, the control of the over-all 
amount of our contributions presents no particular prob- 
lem. . . . Naturally, we can give more in a good year than 
in a bad one and, since 1950 presents about the same situ- 
ation as last year, our contributions should run about the 
same. The nearest approach to stabilization in our practice 
is in connection with our Chest giving where, in a year per- 
mitting more than our usual share, we make an additional 
contribution to the reserve fund. 


Industrial Machinery—Specialized 
Company A—®he-donation policy~is determined by our 
executive committee which administers it. We have no 


rule for determining the size of the gift. We have no writ- 
ten policy on donations. . . . We feel that we are justified 
in spending stockholders’ money for activities which will be 
helpful to our employees. 


Company B—We do not budget corporate gifts in ad- 
vance, except those that are regular, such as Community 
Chest, Red Cross, etc. As far as the policy is concerned in 
matters of this kind, it seems to me we are always giving 
a little more than we did before, for the reason that these 
agencies are spending more than they did, and always 
asking for more. 


Company C—We do not have a highly precise donation 
policy. We do adhere to certain principles which permit of 
what we consider a suitable degree of flexibility in han- 
dling donations. One of these is to establish some per- 
ceptible relationship between the work done by the recipi- 
ent of the donation and the activities of our company. We 
do not insist, however, that this relationship be measur- 
able in terms of dollars and cents. Donations are approved 
by our board and administered by the president. The size 
of the gift is determined by the judgment of the board 
and the president as to the importance of the charitable ac- 
tivity considered in relation to other activities which the 
company is supporting, and in relation to the over-all 
amount on an annual basis which the company contem- 
plates giving. . . . We have made two substantial contri- 
butions to educational institutions in the current year. 
We are very much impressed with the imperative need of 
keeping our institutions of higher learning free from bu- 
reaucratic control and dependence upon government funds. 


Instruments and Controls 


Company A—So far as broad policy is concerned, we tend | 
to center our contributions as much as possible in the direc- 
tion of charitable activities which have a direct relation- 
ship to our employees and the community in which we 
function. It seems rather doubtful that we should go be- 
yond the scope of what can be justified in relationship to 
our operation of a business. 


Company B—Corporate gifts are budgeted like any other 
expense. The budget is arrived at by using the preceding 
year’s donations and adjusting them in the event of any 
anticipated changes. The budget is allocated to specific 
causes in advance. . . . Contributions for 1950 will exceed 
those for 1949 by a small.amount. There will be no major 
shifts in the giving. The increase will be due to the fact 
that a number of additional worthy causes will be added 
to our list. We have no established foundation. 


Company C—It has been our policy to budget our dona- 
tions in relation to our gifts in prior years and to our earn- 
ing trend. Amounts are allocated to specific causes with 
Community Chest given first preference, followed by Red 
Cross and then minor contributions. Where a specific pur- 
pose is involved, such as a capital plan for a new hospital 
where our employees are treated, such a donation would be 
given special consideration. . . . Up to the present time, 
we have not considered it appropriate to make donations 
to colleges and universities although we realize that, par- 
ticularly in the case of endowed institutions, it is more and 
more Tecognized as-an obligation on the part of corpora- 
tions to consider donations to such institutions. However, 
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as a small corporation, we have not felt that our reduced 
earnings in recent years permitted us such donations. 


‘Machine Tools 


Company A—Generally speaking, donations are deter- 
mined in accordance with the value of the project to the 
company’s business, either over a long or short period, 
which in turn means the interests of the owners of the 
business—shareholders. There are occasional local projects 
—hospitals, community fund, ete—which are determined 
by our duty to the community in which we do business 
and in some cases may be judged by the direct benefit to 
the company’s employees. . . . We do not budget corporate 
gifts in advance, and, because of the wide fluctuation in our 
business cycle, corporate gifts are determined annually as 
the occasion may arise and depend a good bit on the com- 
pany’s operating position. Over-all control of contribu- 
tions is influenced by the same conditions. . . . We do not 
consider that we have a responsibility for corporate gifts in 
cities in which we maintain sales offices only. We consider 
that our principal obligation is only in the community in 
which we carry on our manufacturing operations. About the 
only yardstick we apply to the size of the corporate gifts 
is experience. Over a period of years we have learned, we 
think, to give generously to those projects which have to 
do with the welfare of our community and which influence 
the welfare of our employees, and, to be sure, measured to 
some extent by the contribution of other companies of 
similar size. 


‘Company B—We do not budget our corporate gifts in ad- 
vance. We have no budget. We make it a practice of stay- 
ing below the 5% of net worth allowed for tax purposes, 
but would not hesitate to request our stockholders for per- 
mission to go beyond this if it seeemd desirable. We con- 
tribute to specific causes as demands are made of us. There 
are not so many demands on us that we do not know about 
where we stand at any given time. . . . In our plant town 
community we give very generously to such charities as 
the community fund, the local chapter of the Red Cross, 
local colleges of a technical nature from which we might 
ordinarily expect to draw employees, etc. Apart from 
this, we have branch stockrooms in other cities, but only 
a handful of employees works in each. It is our custom 
to match the total contributions of our employees in each 
stockroom. . We believe that corporations will be 
obliged more and more to play the role formerly played by 
individuals before confiscatory taxation made it impossible 
for them to continue doing so. If corporations fail to as- 
sume this responsibility, the Federal Government will be 
glad to oblige and we shall be a long step closer to social- 
ization. 


Office Equipment 


Company A—We consider the company’s responsibility 
in the community to be measured in terms of employees. 
I do not mean by that that we give the amount per em- 
ployee which is asked from us. We have the greatest con- 
centration of employees at our factory, far greater than in 
any branch; therefore we contribute a substantial amount 
to the Community Chest and like causes. Generally speak- 
ing, we give to those groups that benefit our employees or 
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our employees’ families. To date we have not contributed 
to educational institutions. 


Company B—Our contributions for 1950 will probably 
not exceed 1949. Our emphasis will still be on the Com- 
munity Chest which, however, includes the hospitals so 
far as their operating expenses are concerned. . . . I think 
any company should assume responsibility in the community 
for the operation of the various charitable agencies such as 
those for health, youth, ete. Our gifts are measured to 
some extent by the year’s earnings and the size of our own 
plant, gauged by the number of employees. I believe that 
most companies in this area do their calculations on this 
basis, and, while we do also, I am quite certain it is the 
wrong way to look at it and probably contributions to the 
Community Chest at least should be considered operating 
expenses and the size of the contribution should not be 
based on the earnings of any particular year. 


Company C—No particular shift in emphasis of giving. 
Community funds are favored to the extent of about 50% 
of allocation. Capital drives for hospitals are considered 
on a three-year-pledge basis and on a per employee basis 
over that period. No foundation has been established. 


Railroad Equipment 


Company A—Donations policy in our case is fixed by 
the top executives of the corporation; 7.e., the president and 
certain vice presidents. Many of our contributions, includ- 
ing all of the large ones, are submitted to the board of 
directors for approval, although there is no specific formula 
governing this phase of our policy. 

We have no rigid yardstick for determining the amount 
of any particular contribution. If donations have been 
made previously to the same agency, this fact, together 
with any variation in the total amount they are seeking 
to raise, is the principal guiding factor. If no previous 
donation has been made, we are governed largely by the 
nature of the appeal and the response made by other com- 
panies in our locality in relation to our comparative earn- 
ings, employment or whatever factor may be appropriate. 
. . -. In comparing 1950 with 1949, I doubt that there will 
be any material change either in the aggregate amount or 
in the composition of our list of corporate donations. 


Company B—Many factors enter into determining the 
size of a gift. First is our position in the community based 
on the number of employees and size of our plant in rela- 
tion to other companies or industries. Next is the need of 
the particular organization—when an organization increases 
its goal due to expanding calls on its services we attempt to 
increase our contribution accordingly. Current contribu- 
tions are, as a general rule, related to those of the previous 
year. Needless to say, a major consideration in all cases 
is our own financial condition and the need to keep our 
donations within our means. . . Our contributions for 
1950 will slightly exceed those for 1949. There are no major 
shifts in our giving except, possibly, the fact that in re- 
cent years we have made more special contributions for 
hospital building funds. 


Company C—We do budget our corporate gifts for a 
year in advance. The budget is arrived at by the various 
plants and divisions submitting their recommendations, 
which are reviewed and made the subject of a formal 
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budget. Estimated earnings are used in setting the total 
amount of the general budget; amounts to individual loca- 
tions are mostly governed by the number of employees in 
that location. The budget is allocated to specific causes 
in advance but the checks are drawn and the amounts paid 
as demands are placed. A contingency amount is carried 
on the budget for items not known or detailed at the 
time of preparing the budget. 


Steel 


Company A—Small gifts may be approved by the indi- 
vidual officers. Up to $5,000 they may be approved by the 
executive committee; over $5,000 they must be approved 
by the board of directors. We have no written policy on 
donations, but we attempt to give to all worth-while groups 
that serve our city or plant area. . . . We budget our re- 
curring donations by consideration of the last year’s dona- 
tions. The budget is not allocated to specific causes, but 
is made up of the total of the expected specific donations. 
. . . The responsibility of the company, we feel, is to do 
those things that are reasonable and possible and that will 
help make the community a better place in which to live. 
The number of employees, the value of the property and 
the current income position are factors that are considered, 
but we do not try to actually measure the responsibility by 
these terms. 


Company B—As to whether any gift will be made is de- 
termined by whether the company and its stockholders will 
receive some benefit, direct or indirect, and whether there 
is any responsibility on the company as a citizen of a given 
community to participate in the given project. The size is 
determined from the relationship of the company or its 
local operation to the project as a whole, and often is on a 
per employee basis. . . . We use the following yardsticks 
in determining our responsibility in the communities where 
we have factories or offices. Initially, if we have a simple 
sales office in New York City, with only two or three em- 
ployees, we would feel only a nominal responsibility and 
would confine our contributions to a very few projects such 
as the community fund and Red Cross. Where we have 
several hundred employees and are a substantial though a 
minor part of the community, we would base contributions 
on the number of employees. We would, however, check 
with other steel companies to make sure that our contri- 
butions were not out of line, and to determine our proper 
share. 


NONMETAL MANUFACTURES 
Apparel 


Company A—Taken as a whole, gifts must be limited to 
those projects which have some direct effect upon the busi- 
ness of the company or which are of nationwide appeal, 
such as Community Chest and Red Cross. Where subsidiary 
companies here and abroad feel it desirable to make a gift, 
the recommendation is made to the directors of those com- 
panies by the executive head. . . . We feel that our major 
responsibility is to those communities in which we have our 
manufacturing plants and, therefore, the greatest number of 
employees. To undertake to make gifts in all the com- 
munities in which we do business would create a financial 
problem far beyond our resources. . . . To a large extent 


our contributions are determined by our evaluation of the 
worth of the project. 


Company B—The president of our company determine: 
our donation policy and is charged with its administration 
Our board of directors approves major donations and anj 
contributions to a single endeavor up to $1,000 and tota 
gifts up to $5,000. All other gifts in excess of these 
amounts must have stockholders’ approval. The genera 
procedure for determining the size of the gift is depend. 
ent on past practice, number of employees in the plant 
and profitability of operations. We make contribution: 
to community charitable organizations in each community 
where our plant is located. 


Company C—Our company is conscious of its responsi. 
bility to the community in which it is located, but its con 
tributions naturally must depend upon its earnings. Wher« 
requests for contributions have no relation to the objec 
tives of the company and no direct relationship to the 
community’s welfare or that of the stockholders, it is ow 
policy not to respond to such requests. 


Building Materials and Supplies 


Company A—Gifts are budgeted in advance. The budget 
is allocated to specific causes and is based on past contribu- 
tions, need, current earnings, and other factors. . . . Con 
tributions for 1950 will exceed those for 1949. . . . No par. 
ticular major shifts in giving. . . . In considering our re 
sponsibility to the communities in which we have factorie: 
or offices we measure the giving in terms of size of the 
operation in relation to our other operations; size of ow 
operation in relation to operations of others in the area 
services rendered by the organization seeking contribution: 
in relation to benefits and services of other agencies in the 
area. 


Company B—We budget our corporate gifts in advance 
based upon the probable gifts to be made, although thi: 
is not a binding or inflexible budget. This budget is no 
allocated to specific causes, but is simply an attempt tc 
budget amounts of expenses by months. The control ove! 
the amount of contributions does not lie in the budget, but 
rather in the executive decisions that are made as to eacl 
contribution that is given our consideration. 


Chemicals 


Company A—Perhaps it is a tacit admission of our old. 
fashioned attitude that we consider our prime responsibility 
to the community the giving of steady employment at fai 
rates of pay to our personnel, under working condition: 
which are conducive to their best health, morale and eco: 
nomic independence. Beyond that, the board of director: 
determines what, in accordance with sound business judg. 
ment, is the amount of money to be used for contributions 
each year, restricting those contributions principally to the 
Community Chest and the Red Cross. Since ours is a na 
tional and international business we do not attempt tc 
evaluate causes; and in our opinion it is impossible to give 
to some and not to others. 

Company B—Our company began a program last yea 
of making contributions to educational institutions. Priot 
to that we had made contributions to charitable institutions 
principally our community fund and Red Cross, for many 
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years and in proportion to our size and earnings. The 
practice of making contributions to educational institutions, 
begun in 1949, in all probability will be continued—at least 
it will be continued during profitable years. A number of 
the small privately operated colleges in our state have been 
conducting a campaign to interest corporations in making 
contributions to maintain the financial stability of the col- 
leges without calling on the Federal Government for sup- 
port, which later might become a dictation of their policies. 
. . . Contributions for 1950 will probably be about the same 
as for 1949. 


Company C—That our company has a real responsibility 
to the communities in which it operates has long been ac- 
cepted by us. This responsibility can be based on two 
grounds: first, our employees and their families benefit 
directly from many of the local organizations such as hos- 
pitals, YMCA, YWCA, Boy Scouts, Girl Scouts, etc.; sec- 
ond, and perhaps more important, is our recognition that 
a well-balanced and efficiently operated local program 
makes the communities in which we operate better places 
in which to live. This makes for happier employees, bet- 
ter employee relations and a more efficient organization. 
We have for years encouraged our executives and others in 
our organization to take an active part in this work and 
each year many of our officers and other executives serve 
either as officers or directors of the various local organiza- 
tions to which we are asked to contribute each year through 
the Community Chest or otherwise. Thus we have a good 
first-hand knowledge of the work being done and of the 
needs. This assists us greatly in evaluating the support 
which we should give them in terms of dollars. 


Food Products 


Company A—Corporate contributions are passed upon by 
a contributions committee consisting of three members: 
the executive vice president, vice president of personnel 
administration, and director of public relations. An annual 
budget is prepared, which includes a reserve fund for addi- 
tional contributions. This budget is drawn up merely as a 
guide as all donations are again passed upon by the com- 
mittee at the time of giving. Any contribution of $10,000 
recommended by the committee must be presented to the 
executive committee for approval. 


Company B—We do not budget our corporate gifts. This 
has been discussed by our group but our past experience 
indicates that a budget is not practical since the request 
may be of a special nature and must be considered each 
year. . . . Our contributions for 1950 will not exceed 
those for 1949 because last year we were called on to help 
meet two building programs. 


Company C—Our contributions seem to be growing every 
year, so we assume that the contributions for 1950 will ex- 
ceed those for 1949. There are, however, no major shifts 
in giving proposed. . . . We have no fixed rule as to our 
company’s responsibilities to the community in which we 
have factories or offices. We have found that our managers 
make a pretty fair analysis of the situation as each dona- 
tion problem comes up. Because of the great diversity of 
ideas in the various communities about the different philan- 
thropic projects that come up, it doesn’t seem possible to 
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establish a standard policy. Roughly, our policy is to see 
that we are among the leaders of those who contribute 
to the meritorious philanthropic and civic projects in the 
communities where we do business. 


Leather and Products 


Company A—In our business we not only manufacture 
and sell at wholesale to independent merchants and dealers, 
but we also operate a sizable number of retail outlets in 
various cities throughout the country. The existence of 
these outlets, of course, entails a certain responsibility 
toward the welfare of these various communities, and do- 
nations are made to the various welfare funds in the cities 
where we have retail outlets. . . An over-all budget is 
usually set at the beginning of each year, based on our 
volume of sales. In this respect, we have followed quite 
closely the report of company policies on donations pub- 
lished by Tue Conrerence Boarp in 1945. A more detailed 
budget or budget policy is now in the process of being de- 
veloped. Currently, the annual expense demands (Com- 
munity Chest, Red Cross, Heart, Cancer, etc.) are met in 
a proportion roughly established within the budget. No 
regular annual program so far has been set up with regard 
to the amount to be given toward capital drives of a non- 
recurring nature. Each of these calls is determined on its 
merits. 


Company B—We do not budget corporate giving in ad- 

vance. We usually take care of local needs and then, as 
the year draws to a close and we have some approximation 
of our year’s earnings, we make our gifts to other than 
local groups and in larger amounts. . . . It is difficult to ar- 
rive mathematically at one’s responsibility. However, it 
must be based upon the number of employees, annual 
payroll, gross volume, profits, investment, with profit 
being the ultimate and most important factor of all... . 
We feel very keenly upon the matter of corporations sup- 
porting organized charities and educational institutions to 
the full 5% deduction from profits for these purposes. . 
If corporations as a whole averaged even 2% or 3% of their 
gross profits for such purposes, all these institutions would 
be superbly supported and the need for government sup- 
port would disappear. 


Paper and Products 


Company A—We are fairly thoroughly baffled as to our 
responsibility to our community. In a very general way, 
we have more or less followed the relationship of our as- 
sessed valuation to the total valuation as a guide in deter- 
mining what our proportional share of any particular fund- 
raising requirement might be. We have not, however, uni- 
versally shared in fund-raising activities, confining our par- 
ticipation to those of general community value or of value 
to the people who work in the mill. This whole matter is 
one of interest and considerable question, since, in essence, 
industry, to the extent that it assumes the welfare burden, 
is serving as an informal and supplementary taxing agency, 
a role which has important and serious implications. 


Company B—We budget our corporate gifts in advance. 
The budget is made up by the president and treasurer and 
approved by the executive committee. The budget is allo- 
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cated to specific causes in advance. A limited amount is 
included in the total budget to take care of gifts which 
cannot be determined in advance. The total budget is sub- 
mitted to the stockholders as a lump sum at the annual 
meeting and given approval. . . . Contributions for 1950 
are substantially the same as those for 1949. There have 
been no major shifts in giving. A special gift has been 
approved by the board of directors toward a large capital 
expense fund raised for local hospitals. This amount will 
be paid in three annual payments. . . . We consider that 
all corporations and other business establishments doing 
business in a community whether in factories, stores or 
offices have a distinct responsibility to the community. 
I realize that too often an excuse for not giving is made 
on the pretense that the officers of a company have no 
right to give away stockholders’ money. This, of course, is 
recognized by the United States Government through tax 
deductions. The obligation may be measured in various 
ways, but in general we would say it should be based upon 
the amount of business done in a given community. Of 
course, a proper relationship to contributions by other 
companies of substantially equal income must be maintained. 


Petroleum 


Company A—There is no set procedure for determining 
the size of a gift. The donations committee obviously 
takes into consideration the goal that is set by a given 
drive, the importance of the company’s operation in the 
community in question and, when possible, the history of 
the company donations to this particular drive. 

In the case of contributions to Community Chest funds 
and Red Cross, our regional sales managers are authorized 
to distribute up to fixed limits in their respective areas. 
The amounts so authorized to each regional manager are 
arrived at by taking into consideration the company in- 
vestment, business, and personnel in the area. The regional 
manager uses a similar formula when distributing corporate 
money in the several divisions of his region. We have no 
specific allocation to separate drives, but try to channel 
most of our giving through Community Chests and Red 
Cross. Other demands are decided according to our best 
judgment. Under Pennsylvania law, no corporation can 
give away money to charitable or educational institutions 
and have it considered a business expense and therefore 
deductible before the determination of state taxes, until its 
stockholders have specifically authorized a dollar limit for 
such donations. The dollar limit so authorized by our 
stockholders controls our over-all amount. 


Company B—General policy is determined by a commit- 
tee handling contributions, with occasional reference to the 
executive committee on larger items and matters involving 
major policy. Corporation giving is reasonably decentral- 
ized. Small amounts for local purposes are handled locally, 
with centralization developing as amounts increase for 
more general purposes. The size of a gift depends on 
many factors, including the cause, the desirability of the 
undertaking, its implication for the company, the possible 
benefit to employees and, in some cases, the general good. 


Company C—By far the greater portion, dollarwise, of 
charitable donations is made to the Red Cross and Com- 
munity Chests, the amounts being determined on the basis 


of the company’s activities and employment in the par- 
ticular areas concerned. Other types of charitable request: 
are of course considered, such as local hospitals, Boy Scouts 
churches regardless of denomination, and the like. Agair 
these are premised on our activity and employment, the 
basic theory being that any endeavor which improves the 
environment and living conditions in areas where employees 
reside is worth while. Donations are seldom made outside 
the company’s operating area. . . From time to time 
donations are made to educational institutions and scholar- 
ships have been provided for, but these have been primarily 
in connection with petroleum research and industrial re- 
lations. 


Rubber and Products 


Company A—Heretofore, management pretty largely de- 
termined donation policies—reference being made to the 
board of directors only on special items; for example, the 
annual gift to the’ community fund, special capital ac 
count drives for hospitals, etc. In the matter of minor 
donations, strictly local or even neighborhood causes, the 
administration is on the part of the treasurer and controller 
Effort has been made in determining the size of the gift tc 
ascertain the total amount required for a given cause anc 
then to determine this company’s reasonable proportion 
We do not, as yet, have a written policy on donations 

. . In the past, we have taken the position that we were 
quite warranted in rendering corporate support to tech. 
nical schools from whom it could be shown that the com. 
pany drew a direct advantage; we have contributed regu. 
larly to the annual operating budgets of these institutions 
We have not, in the past, felt warranted in making a cor. 
porate gift to liberal arts colleges. . . . Because of a sub- 
stantial pledge recently made for the construction of a new 
hospital within our area, our contributions for 1950 wil 
substantially exceed those for 1949. . . . The capital ac- 
count pledge for the construction of a hospital is definitely 
based on the number of employees. Our gift, according tc 
the formula adopted by the campaign leaders, was $17.0¢ 
per employee in this area, the amount payable over a period 
of three years. 


Textiles and Products 


Company A—Our policy as to donations is determined by 
the managing officers, and is administered by the treasurer. 
The size of the gift is kept as low as we think to be accept- 
able to the customer who has proposed it. . . . We budget 
corporate gifts in advance, allocated to specific causes, with 
amounts generally based on the number of employees 
in the community. . . . Our own belief is that charitable 
contributions are ultra vires and we think it more appro- 
priate for contributions to be made by stockholders out 
of the dividends received by them. 


Company B—We budget our corporate gifts annually in 
advance and always seem to be too low. The allocation 
covers all charities, including Red Cross, etc. . . . This year’s 
contributions will be considerably below 1949 owing to the 
sharp curtailment in operations which we are currently 
experiencing and anticipate will continue. . . . There is no 
major shift in the proportion in which donations are being 
given to various types of charity. 
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